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1986-87 Estimates 
Part III 


Regional Industrial Expansion 


Preface 


This Expenditure Plan is designed to be used as a reference document, 
and as such contains several levels of detail to respond to the various 


needs of its readers. 


This Plan is divided into three sections. Section I presents an 
overview of the Program and a summary of its current plans and 
performance. For those interested in more detail, Section II describes 
each activity and identifies the costs associated with these activities. 
Section III provides further information on costs and resources as well 
as special analyses that the reader may require to understand the 
Program more fully. 


Section I is preceded by extracts from Part II of the Estimates in 
order to provide continuity with the other Estimates documents. 


This document is designed to permit easy access to specific 
information that the reader may require. The table of contents provides 
a detailed guide to the contents of each section and a financial summary 
in Section I provides cross-references to the more detailed information 
found in Section II. In addition, references are made throughout the 
document to allow the reader to find more details on items of particular 
interest. 
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Extracts from Part II 
of the Estimates 


Appropriation Authority 


Authority is sought in these Estimates to spend $1,046,088,829 in 
support of the 1986-87 Department of Regional Industrial Expansion. 

This includes $16,400,000 in non-budgetary expenditures. The remaining 
expenditures, estimated at $75,776,166 will be made under existing 
Statutory authorities including: Liabilities under the Small Businesses 
Loans Act; insurance payments under the Enterprise Development Program; 
guarantees under the Industrial and Regional Development Program; the 
Minister's salary and motor car allowance; and contributions to employee 
benefit plans. 


Financial Requirements by Authority 


Vote (thousands of dollars) 1986-87 1985-86 
Main Estimates Main Estimates 


Regional Industrial Expansion 


1 Operating expenditures 228,700 233,756 
5 Textile and Clothing Board — Operating expenditures 1,338 1,306 
10 Grants am contributions 789 ,009 966, 186 
15 Payments to Canadian Patents and Development Limited 350 350 
20 Payments to Canadair Limited for CL 289 
reconnaissance drones 10,292 = 
(S) Minister of Regional Industrial Expansion — Salary 
and motor car allowance 40 42 
(S) Liabilities under the Small Businesses Loans Act 50,500 46,500 


(S) Insurance payments under the Enterprise Development 
Program and guarantees under the Industrial and 


Regional Development Program 8,000 10,000 
(S) Contributions to employee benefit plans 17,236 17,797 
Total budgetary 1,105,465 15275,937 
L25 Payment for purchase of capital stock 300 300 


L30 Payments under the Atlantic Fisheries Restructuring Act 16,100 = 
Non-budgetary item not required 
- Loans under the Industrial and Regional Development Act oe 5,000 


Total non-budgetary 16,400 5,300 


Total Program 1,121,865 1,281,237 


Extracts from Part II 
of the Estimates 


Votes - Wording and amounts 


Vote 
No. 


Department or agency 
(dollars) 


1986-87 


Main Estimates 


15 
20 


L30 


Regional Industrial Expansion 
Regional Industrial Expansion — Operating expenditures 


Regional Industrial Expansion — Textile and Clothing Board -—- 
Operating expenditures 


Regional Industrial Expansion — The grants listed in the 
Estimates and contributions 


Payments to Canadian Patents and Development Limited 
Payments to Canadair Limited for CL 289 reconnaissance drones 


Authority, in accordance with terms and conditions prescribed 
by regulations of the Governor in Council, (a) to purchase, on 
behalf of Her Majesty in Right of Canada, capital stock of a 
company in order to exercise a stock option in such canpany 
that has been taken on behalf of her Majesty in Right of Canada 
in connection with the provision of a loan, insurance of a 
loan, loan guarantee, or contribution made to the canpany 
Where: (i) the stock option should be exercised in order to 
permit Her Majesty in Right of Canada to benefit fram the 
purchase; or (ii) the stock option should be exercised in order 
to protect the Crown's interest in respect of the loan made or 
insured, or contribution made; and (b) to authorize the sale or 
other disposition of any capital stock so acquired 


Payments in respect of Atlantic Fisheries restructuring pursuant 
to the Atlantic Fisheries Restructuring Act 


228,699,829 


1,338,000 


789 ,009 ,000 
350,000 
10,292,000 


300,000 


16,100,000 


ET 


Extracts from Part II 
of the Estimates 


Program by Activities 


(thousands of dollars) 1986-87 Main Estimates 1985-86 
—\_————__——__-AT[TrT’-—‘XY'"V--Y"'"——-"“— rer TOTwwallZ=—__——— _ Main 
Budgetary Non-budgetary Estimates 
Authorized Loans 
person- Transfer investments 
years Operating Capital payments Total advances Total 
Business Climate 486 44,433 180 104,563 149,176 - 149,176 157,992 
Innovation 266 28,745 112 189,798 218,655 = 218,655 272,997 
Industrial, Commercial 
and Tourism Development 1,112 88 , 339 314 522,908 611,561 16,400 627 ,961 719 ,849 
Marketing 411 51,701 281 30,240 82,222 = 82,222 82,504 
Administration 508 43,616 235 - 43,851 = 43,851 47,895 
2,783 256 ,834 Vei22 847,509 1,105,465 16,400 1,121,865 1,281,237 


1985-86 Authorized 
Person-Years 2,970 


Section I 
Program Overview 


A. Highlights 


Highlights for the Department of Regional Industrial Expansion during 
fiscal year 1986-87 are outlined as follows: 


a In the operation and delivery of its industrial support 
programs, DRIE is placing increased emphasis on the provision 
of financial assistance through joint federal-provincial 
programs tailored to meet the industrial development needs of 
particular regions (see page 45 for further details of 
Economic and Regional Development Agreements). 


e Financial and related support for strategic sectors and 
companies is being provided in the context of memoranda of 
understanding between government and industry setting out 
mutual understandings with respect to objectives and 
commitments (see page 31). 


e Services to business, including commercial intelligence, 
investment promotion, improving market access, and policy 
co-ordination, will be increasingly important activities of 
DRIE (see page 17). 


% Special emphasis in 1986-87 will be given to the promotion of 
industrial initiatives in the Atlantic region and Cape Breton 
Island in particular, through business policy and 
intelligence, marketing, and financial program support (see 
page 25). 


e In 1986-87, DRIE will require 179 fewer person-years than the 
1985-86 forecast (see Figure 1, page 9). 


r) The Program's total expenditures for 1986-87 are estimated at 
$1,121.9 million, an increase of $16.7 million or 1.5% over 
the 1985-86 forecast (see Figure 1, page 9). 


e Direct assistance to the private sector in the form of grants 
and contributions is estimated at $847.5 million, up 
$21.9 million from the 1985-86 forecast (see Figure 18, 
page 41). 
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Three main assistance programs of DRIE account for 664 of 
Departmental funds to be contributed to industry in 1986-87 


(see Figure 3, page 14). These major programs are: 


($000) 
- Economic and Regional Development Agreements 
and General Development Agreements 193,596 
- Defence Industry Productivity Program 164,708 
- Industrial and Regional Development Program 220,946 
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B. Financial Summary 
Figure 1: Financial Summary ($000) 


pe Pe ee ea Ie Se. OR) et of vilvijog.slmonood - -..__ 
Estimates Forecast For details 
1986-87 1985-86 Change see page 


—_—_--eee ee eee eee 


Business Climate 149,176 174,894 (Zag fis) 24 


Innovation 218,655 1733530 45,125 24 
Industrial, Commercial 


and Tourism Development 627,961 * 6435532 i 8(15, 571) 30 


Marketing SZ 222 O65 too 16,089 32 
Administration 43,851 47,040 (3,189) 35 
Total 1,121,865 1 e105), 129 16,736 
Person-Years 2,783 2,962 (179) 


_— eee er 


* Includes loan and investment amounts of $16.4 million and $22.1 
million for fiscal years 1986-87 and 1985-86 respectively. 


Explanation of Change: The net increase of $16.7 million (1.5%) in 
1986-87 requirements over the 1985-86 forecast is made up of the 
following major items: 


$ million 
€ Increases (reductions) in cash flow 

requirements for the following programs: 
- Industrial and Regional Development Program (1337) 
- Defence Industry Productivity Program (5.4) 
- Economic and Regional Development Agreements/ 

General Development Agreements 2yy/4 
- Agricultural and Rural Development Program 34 
- Shipbuilding Industry Assistance Program 7.0 
- Western Transportation Industrial Development 

Program 11.2 
- Native Economic Development Program 37.7 
- Canadian Industrial Renewal Regulations 17.0 
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$ million 
- Industry and Labour Adjustment Program (6.6) 


- Economic activity in the Cape Breton designated 
area 4.0 


- Liabilities under the Small Businesses Loans Act Sid 


- Insurance Payments under the Enterprise 
Development Program and guarantees under the 
Industrial and Regional Development Program (2.0) 


- Quebec Federation of Labour for the Solidarity 
Fund (10.0) 


- Special Recovery Capital Projects Program Gi les Ps | 


- Loan guarantee payments under the Regional 
Development Incentives Act (17.5) 


- Loans under the Industrial and Regional 
Development Act (5.0) 


Explanation of 1985-86 Forecast: The 1985-86 expenditure forecast 

of $1,105.1 million (based on information as at November 30, 1985) is 
13.7% lower than the 1985-86 Main Estimates figure of $1,281.2 million 
(Extracts from Part II of the Estimates, page 4). The difference of 
$176.1 million reflects the following major items: 


$ million 
@ Increases (reductions) in cash flow requirements 
for the following Programs: 
- Industrial and Regional Development Program (109.7) 
- Economic and Regional Development Agreements/ 
General Development Agreements 2569 
- Native Economic Development Program (90.0) 
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C. Background 
l. Introduction 


The Department of Regional Industrial Expansion (DRIE) carries on a 
broad range of activities, working on a continuous basis with the 
business and investment communities in Canada and abroad. Within the 
federal government, DRIE is the center of expertise in industrial, 
commercial and tourism activity, regional development and investment in 
Canada. Currently, the department's overall activities are guided by 
economic policy themes embodied in the May 23, 1985, Federal Budget and 
in the Economic Statement of November, 1984. 


26 Legal Mandate 


The Department of Regional Industrial Expansion was established in 
December, 1983, under the Department of Regional Industrial Expansion 
Act which sets out the departmental mandate of: 


e enhancing the national economy and achieving economic 
development in all regions in Canada; 


® improving opportunities for productive economic expansion in 
all regions of Canada and access to those opportunities; and 


® promoting economic development in those regions in Canada in 
which opportunities for productive employment are 
exceptionally inadequate. 


The department's mandate is set out through various statutes and 
regulations. Foremost among these are the Department of Regional 
Industrial Expansion Act, proclaimed in December, 1983, and the Act 
establishing the Industrial and Regional Development Program which 
provides industrial assistance in every region. Other statutes include 
the Small Businesses Loans Act which provides loan guarantees to small 
businesses, and various acts setting out responsibilities for Crown 
Corporations which report to the DRIE Minister. 


In June, 1984, certain functions and responsibilities of the 
Federal Economic Development Coordinators (FEDCs) and the Regional and 
Project Co-ordination Branch of the Ministry of State for Economic and 
Regional Development (MSERD) were transferred by Order-In-Council to 
DRIE. The functions of the FEDCs were originally established under the 
Government Organization Act of 1983, the main focus being coordination 
in each province of the activities of federal economic departments and 
consultation with provincial governments. Responsibility now carried 
out by DRIE for the management of the overall Economic and Regional 
Development Agreement (ERDA) process is based on the same statutory 
authority. 
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3. Program Objective 


The general objective of the Regional Industrial Expansion Program is 
"to increase overall industrial, commercial and tourism activity in all 
parts of Canada and in the process reduce economic disparity across 


Canada”. 
This objective is achieved by: 


e working with business and labour, other governments and the 
academic community; 


® shaping government policies and regulations; 


e providing financial, marketing and other technical information 
to businesses; and 


® where necessary, extending direct financial assistance. 


The Department will also foster the development of an environment 
which encourages firms to be more internationally competitive by aiding 
these firms to: 


® develop new products, processes, and services; 

6 establish the capacity to produce these goods and services; 

® market these goods and services at home and abroad; and 

8 restructure the firms' activities to adjust to changing market 


conditions. 
4. Program Organization for Delivery 


Activity Structure: The activity framework employed by DRIE is 
designed to support the various phases of business development. 


Business Climate: This activity embraces general policy, 
investment promotion, coordination and consultative functions including 
interfacing with provincial governments, and development of industrial 
infrastructure, intended to generate a favourable climate for 
investment, entrepreneurship, and ongoing business activity in Canada. 


Innovation: This activity seeks to establish a capability for 
technological development in the private sector, induce investment, and 
support the development of new products and processes. 


Industrial, Commercial and Tourism Development: This activity 
covers the largest share of departmental expenditures. Initiatives 
under this Activity provide support for plant establishment, expansion 
and modernization. 
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Marketing: This activity focuses on the development and 
exploitation of international and domestic market opportunities. This 
activity includes international trade policy development, enhancement of 
access to foreign markets, and identification of domestic marketing 
opportunities, as well as a major international marketing program for 
the tourism industry. 


Administration: This activity includes executive direction and 
support services to assist the Department in discharging its mandate. 


These five Activities, which comprise the Regional Industrial 
Expansion Program, are shown in Figure 2. Section II of this Plan 
discusses each of these activities in further detail. 


Figure 2: Activity Structure 


Regional Industrial 
Expansion Program 


Business Innovation 


Climate 


Industrial, 
Commercial 
and Tourism 
Development 


Marketing Administration 


Program Delivery: The Department pursues its mandate through an 

array of funded programs and non-program functions. Non-program 
functions include policy development, policy co-ordination among federal 
departments, federal-provincial consultation and management of the ERDA 
process, investment prospecting and promotion, technology transfer, and 
industrial intelligence, as well as the identification of development 
opportunities, business counselling, and enhancement of access to 
domestic and foreign markets. 


DRIE also achieves its mandate through direct funded assistance to 
the private sector by means of grants, contributions, loans and through 
the selective use of loan guarantees. The instruments or delivery 
mechanisms through which financial assistance is provided are a series 
of programs delivered by the Department. Some programs, including the 
IRDP and sub-agreements under ERDA's, are managed and delivered in 
regional offices with specified levels of ministerial delegation for 
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specific projects. Other programs, such as DIPP, are managed centrally 
through ongoing coordination with regional offices. These programs 
provide funding for major projects of a long term nature with multi-year 
cash flows. Figure 3 presents program funding by activity for 1986-87. 


Figure 3: Program (Instrument) Funding by Activity, 1986-87 ($000) 


Industrial, For 
Commercial details 
Business and Tourism see 


Climate Innovation Development Marketing Total page 


Economic and Regional Development 
Agreements and General Development 


Agreements 86,138 1,890 89,540 16,028 193,596 45 
Industrial and Regional Development 

Program 11,320 97,220 99,077 13,329 220,946 51 
Defence Industry Productivity Program = 81,854 82,854 ~ 164,708 49 
Special Agricultural and Rural 

Development Program - - 21,900 = 21,900 54 
Native Economic Development Program 2,400 6,000 48,676 600 57,676 54 
Other Programs 4,705 2,834 180,861 283 188, 683 54 
104,563 189,798 522,908 30,240 847,509 


The creation of a partnership with industry is fundamental to 
DRIE's success. Interaction with the private sector involves all phases 
of the Department's activities, from the development of policies and 
strategies to program delivery. This crucial link to the private sector 
is maintained through discussions with firms and associations, and 
through policy and intelligence functions. 


The Economic and Regional Development Agreements (ERDA), the 
Defence Industry Productivity Program (DIPP) and the Industrial and 
Regional Development Program (IRDP) are the main vehicles for DRIE's 
direct funded assistance. These three programs are discussed separately 
on pages 45-54. 
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A number of programs are designed to meet the economic and related 
needs of Canada's native population. For example, the Native Economic 
Development Program (NEDP) provides support for native-owned economic 
and financial institutions, capital assistance for particular sectors of 
benefit to natives, and development assistance for native projects at 
the community level. The Special Agricultural and Rural Development 
Program provides economic assistance aimed at employment creation for 
native groups in British Columbia, Manitoba, Saskatchewan, and the 
Territories. In addition, subsidiary agreements in Manitoba, 
Saskatchewan, and the Territories help to meet the needs of native 
peoples through the provision of economic support. 


Another group of programs focusses on the needs of small business 
in Canada. The Small Businesses Loans Act (SBLA) encourages private 
sector lenders to make loans to small businesses for capital investment 
purposes. The Innovation and Entrepreneurial Management Corporation 
Canada Inc. (TIEM), in conjunction with Control Data Canada, is 
implementing a five-year program of small business start-ups with 
related job creation in Sydney, St. John's, Quebec City, Winnipeg, and 
Vancouver. DRIE is assisting this initiative by providing a repayable 
contribution over a three-year period. Certain subsidiary agreements 
provide assistance specifically tailored to the needs of small business. 
DRIE is also involved in the delivery of the Program for Export Market 
Development (PEMD) which is funded by External Affairs and supports many 
small businesses in achieving access to new export markets. 


Organization Structure: DRIE is headed by a Minister for Regional 
Industrial Expansion, as well as a Minister of State for Tourism and a 
Minister of State for Small Business. Organizationally, the Department 
is structured along both regional and sectoral lines. The headquarters 
organization is divided into components based on industrial sectors, 
regional development and corporate support. DRIE is highly 
decentralized, with 10 regional offices headed by Regional Executive 
Directors in charge of operations in each province. In addition, a 
Federal Economic Development Coordinator (FEDC) in each province 
encourages coherence among the policies and programs of various federal 
departments. 


The DRIE regional offices focus on development opportunities in 
particular regions while the Assistant Deputy Ministers (ADMs) in 
headquarters consider the national perspective for their specific 
sectors, i.e., capital and industrial goods; tourism; consumer goods, 
services and resource processing; and small business. Regional 
Executive Directors and headquarters ADMs come together to ensure that 
regional and sectoral policies are co-ordinated. The Federal Economic 
Development Coordinators coordinate federal economic development 
overviews and manage the ERDA process in each province. They chair a 
council of senior economic officials in each province, report regularly 
to the Federal-Provincial Relations Office, and provide feedback on 
regional responses to matters on the federal agenda of particular 
interest to the regions. 
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Figure 4 relates the Program's organization structure to its 
activities by displaying the resources required for 1986-87. 


Figure 4: 
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Resources by Organization/Activity ($000) 


Associate 
Deputy 
Mints! 
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0M RDs Conptrol lor ‘ADM OM Lega! ‘ADM AOM 4M Native Federal 
Consumer Crow Regional ond Policy |] Operations Services Small Tour!sm |] Regional Economic Economic 
Goods, Investments || Of fices Internal : Human Business Development || Development || Devel opment 
Industrial || Services and |] and Special Audit Resources Program Co-ordinators 
Goods Resource Projects Corporate 
Processing Co-ordination 
322 P-¥ 344 P-Y 69 P= 250 P-¥ 92 Pay 150 P-¥ 201 P-¥ 18 P-¥ 140 P-¥ 16 P-¥ 60 P-Y 100 P-Y 
ACTIVITY PY 
Business Climate 486 2,598 49 850 124,857 - 697 695 1,500 5,650 - 1,300 2,636 8,344 
Inncvet lon 266 113,861 372 500 94 606 1,500 - on - 3B - 128 6,591 - 
Industrial, Commerc! al 
& Tourlsm Development 1,112 144,655 97,178 27,880! 229,358 1,500 4,810 55,711 - 152 12,219 - 34,438 60 
Merket ing ay 5,713 ” - 43,335 - - 5,061 1,500 - 25,863 - 659 - 
Ada inistration 508 134 839 143 6,235 24,264 67 10 10,019 38 580 2 80 1,355 
Program Total 2,783 266,961 98,529 29,178 498,391 27,264 5,574 62,509 13,019 6,162 38,662 1,453 64,404 9,759 


1 Includes $16.1 mililon for payments under the Atlantic Fisheries Restructuring Act (Non-Budgetary) « 


Note: 


This organizational display Is preliminary, subject to approval by the Treasury Board. 
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Resource displays will be subject to revision during the fiscal year In order to reflect changing priorities. 


ACTIVITY 
TOTAL 


149,176 
218,655 


627,961 
82,222 
43,851 


1,121,865 


D. Planning Perspective 


ee Environment 


In the development and operation of its funded and non-funded programs 
and activities, DRIE must take into consideration the general economic 
environment in which Canadian industry operates. Although moderate 
growth is forecast for Canada in the medium term, Canadian firms face 
significant challenges from changing trade patterns, new aggressive 
competitors, and rapid technological change. In particular: 


With increased foreign competition and the rapidly 
accelerating pace of technological development and 
application, there is a critical requirement for plant 
modernization, restructuring, and productivity improvement in 
the Canadian manufacturing sector. 


The threat of growing protectionism from the United States 
(U.S.) and the possibility of some appreciation of the 
Canadian dollar against the U.S. dollar could limit export 
growth, especially in agriculture, fish and forest products 
sectors. Such a possibility would increase the need to expand 
foreign markets for Canadian products, specifically through 
negotiations to secure and enhance market access with the 
U.S., as well as other international markets. 


The widespread need for productivity enhancement may not be 
compatible, in the short term at least, with the reduction of 
current unemployment levels which are expected to remain high. 


Industrial development opportunities vary considerably within 
Canada and are much more limited and difficult to exploit in 
the slow growth regions. 


The federal deficit is large, adding to the mounting burden of 
debt servicing and greatly limiting the government's fiscal 
flexibility. 


PAP Initiatives 


The following initiatives are being pursued by DRIE in response to the 
above environmental factors and within the framework of the governments’ 
overall objectives and the department's mandate and mission. 


DRIE is strengthening its service role to industry including 
the provision of investment, technical, and commercial 
intelligence, including working with Investment Canada on the 
provision of information to potential foreign investors, 
strengthening the Business Opportunities Sourcing System 
(BOSS) (see pages 33 and 34), and working with companies with 
respect to sourcing for major crown procurements. 
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e DRIE is seeking the expansion of markets for Canadian products 
related to discussions with the United States on securing and 
enhancing market access. The Department is consulting 
actively with the Department of External Affairs in examining 
the impact of freer trade with the United States and will be 
working with companies to ensure that related opportunities 
are identified. 


r) DRIE is assisting in the development of slower growing regions 
based on the principle of self reliance. The Atlantic region, 
with particular emphasis on encouraging industrial 
opportunities on Cape Breton Island, is an area of particular 
focus in 1986-87. 


® DRIE is strengthening the process of consultation with its 
major partners in industrial development, including the 
provinces and the private sector, through support of 
ministerial meetings, and the use of subsidiary agreements 
and memoranda of understanding for program delivery (see 
pages 31 and 45-49). 


3. Program Effectiveness 


The ultimate result of DRIE activities is investment and expansion by 
industries in all regions of Canada. Many such initiatives go forward 
without any direct government financial assistance, perhaps facilitated 
by DRIE intelligence, consultative or policy activity aimed at 
increasing federal-provincial cooperation in economic development. In 
addition, DRIE will provide, in 1986-87, some $848 million of financial 
program assistance to industry for innovation, establishment, expansion, 
modernization, marketing, and restructuring activities. Based on a DRIE 
average of three private sector dollars for every DRIE dollar, some 

$2.5 billion of annual private sector investment could be associated 
with DRIE funded program activity. 


Given that, for the industrial sector as a whole, an average 
capital investment per job is around $78,000, this would mean that 
employment associated with DRIE supported projects would be in the 
neighbourhood of 43,000 jobs annually. With the capital-output ratio 
for the industrial sector of the Canadian economy at around 2.2, this 
would mean that industrial output associated with DRIE sponsored 
projects is about $1.5 billion. Normally, about one third of industrial 
output is exported. 


DRIE activity occurs in all regions of Canada, with the historical 
distribution of total program expenditures by region shown in Figure 5: 
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Figure 5: Historical Distribution of DRIE Activity ($000) by Region 


——— 
Five-Year Average -—- 1980-81 to 1984-85 

Region $ h 

ce ee re tre oh trees ye vee thtsdue svbtgn 45) teed bv 


Newfoundland 29 ,039 AT2 
Prince Edward Island 15,371 22 
Nova Scotia 54,218 7.8 
New Brunswick 47 ,037 6.7 
Quebec 263,906 37.8 
Ontario 162,739 2353 
Manitoba 43,845 6.3 
Saskatchewan 19,723 2.8 
Alberta 11,065 1.6 
British Columbia 47,181 6.7 
Northwest Territories/Yukon 4,424 0.6 


——————————————————— 


698,548 100.0 
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Figure 6 displays the number of current private sector projects 
funded directly through DRIE programs, and the total contributions 
authorized. This excludes sub-agreements which are delivered through 
joint arrangements with provincial governments. These programs are 
discussed in further detail on pages 49-55. 


Figure 6: Number of Authorized Projects and Amount ($000) of 
Authorized Assistance by Program 


Actual 
1985-1986 Actual 
(to Dec 31, 1985) 1984-85 


Number $ Number $ 


Defence Industry Productivity Program 16 16,605 62 66,989 
Industrial and Regional Development Program * 714 247,445 1,464 418,084 
Western Transportation Industrial Development Program 46 9,205 35 4,034 
Special Agricultural and Rural Development Program 382 17,758 382 14,636 
Native Economic Development Program 55 6,644 27 5,051 
Shipbuilding Industry Assistance Program 66 10,366 65 24,340 
Small Businesses Loans Act 17,760 547,178 34,579 1,000,980 


* Includes previous programs subsumed by IRDP. 
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Although all of the Department's programs help to strengthen 
regional economies, the Economic and Regional Development Agreements 
(ERDAs) are the primary tool for addressing regional economic 
development requirements. The ERDAs, developed in conjunction with the 
provincial governments, form the framework for subsidiary agreements 
that meet specific needs in each province. Figure 7 identifies DRIE's 
commitment for active subsidiary agreements under Economic and Regional 
Development and their forerunners, the General Development Agreements. 
The time span covered by these current commitments includes GDAs signed 
in 1975 to ERDAs which extend to 1992. In general, these agreements 
cover a five-year term. Further details regarding ERDAs and GDAs can be 
found in Figure 23, page 45. 


Figure 7: Commitment ($000) for Subsidiary Agreements by Province 


DRIE 


Commitment 
Newfoundland 247,103 
Prince Edward Island B75 TL BNO, 
Nova Scotia 300,873 
New Brunswick 166,775 
Quebec S17, 752 
Ontario 1335553 
Manitoba 173,200 
Saskatchewan H1L6)410 
Alberta 70,650 
British Columbia 127,500 
Northwest Territories 9,675 
Yukon 8,000 

1,894,241 


Through the Federal Economic Development Coordinators, the 
Department also coordinates overall activity under ERDAs, whether 
actually implemented by DRIE or not. As at October, 1985, federal and 
provincial governments (including departments other than DRIE) have 
signed 75 subsidiary agreements and 13 memoranda of understanding in 
various areas of regional economic development. Commitments for all 
subsidiary agreements (including those administered by other 
departments) over a five-year period, amount to close to $4 billion. 


Program Evaluation: In order to ensure effectiveness in meeting the 
program objective and provide guidance for the development and 
implementation of new initiatives, the program evaluation function in 
the Department examines individual departmental activities 

(i.e.. specific programs or evaluation components) or matters of concern 
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to 
of 
of 
of 
on 


senior management. These studies collectively provide an indication 
the extent to which each program is contributing to the achievement 
the overall departmental objectives, or is still relevant. A number 
studies have been carried out, with the main ones briefly summarized 
pages 21-23. 


Subsidiary Agreements: 


The Canada~Manitoba agreement on Industrial Development was 
found effective in supporting smaller business enterprises by: 
(1) facilitating technology transfer through research and 
technology centres; and, (2) providing business consulting 
services and advanced manufacturing space. The evaluation 
also identified areas for improvement such as linkages with 
other programs, the use of advisory boards, the client 
selection process, the client service level, and the need for 
greater program visibility. 


The British Columbia evaluation of the Tourism Industry 
Development Agreement found that the program had incrementally 
increased capital investment and created employment in the 
travel industry. The study also found that increased emphasis 
should be devoted to the organization of the industry in the 
province, and to marketing, promoting, and stimulating 

demand. 


Industrial and Regional Development Program (IRDP): While the IRDP 
itself is too new a program for formal evaluation at this point, the 
following predecessor program subsumed by IRDP has been evaluated: 


An evaluation of the Cooperative Overseas Market Development 
Program (COMDP) found that the program had a significant, 
positive and independent influence on the volume of overseas 
exports of B.C. wood products; that it reduced the adverse 
impact on Canadian wood product exports of non-tariff trade 
barriers in several foreign countries; and that the tripartite 
administration of the program (federal, provincial, industry) 
along with its unilateral delivery by the B.C. Council of 
Forest Industries (COFI) was successful and effective. The 
study identified the need for greater involvement of the 
manufacturing industry for value-added purposes. There was 
also a need for federal government involvement to ensure 
maximum usage of international contacts. The study also saw a 
need for more coordination between COFI and other Canadian 
forest products associations in export promotion. 


Special Agricultural and Rural Development Program: 


For the Northwest Territories, Special ARDA (SARDA) projects 
have had a positive effect on community planning and 
leadership, the work attitudes and self-esteem of project 
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employees, and entrepreneurial involvement of local people in 
initiatives that contribute to community development. In 
addition to a need for a number of administrative 
improvements, the study noted that project funding should 
relate more directly to an explicit economic strategy. 
Finally, the study mentioned the need to narrow the focus of 
SARDA to give greater emphasis to business development 
opportunities sponsored by native groups and agencies. 


e In the case of the Yukon Special ARDA, the program was 
identified as filling important needs in small business 
development, training, and primary producing activities. The 
observations regarding the need for Northwest Territories 
SARDA administrative improvements, and relating project 
funding directly to an explicit economic strategy, also apply 
to the Yukon SARDA. 


Industry and Labour Adjustment Program (ILAP): 


@ The auto parts portion of the Industry and Labour Adjustment 
Program helped prepare Canadian auto parts firms for the 
upswing in the North American automobile market. While this 
upswing may have obscured the extent of the program's impact, 
the study concluded that one of the program's primary 
advantages was in the granting of assistance to small and 
medium-sized firms enabling them to expand into new products 
or markets. There was also evidence that the program 
stimulated capital investment, thereby contributing to the 
maintenance of a viable auto parts sector. 


e The evaluation of the community-based Industrial Adjustment 
Program (CIAP) revealed that the program helped the 12 
designated communities to increase company productive 
capacity, sales and profits, and create or maintain enhanced 
employment levels, thus alleviating, in varying degrees, some 
of the hardships that brought about the program. The CIAP 
assistance allowed firms to undertake projects sooner and 
often on a larger scale than would otherwise have been the 
case. Program effectiveness depended on the size and location 
of each community, as well as its economic base. It was not 
clear that all the designated communities were those most in 
need of assistance, and certain program design features were 
found to have limited the program's effectiveness. 


Tourism Marketing: 


@ An evaluation of federal government tourism marketing 
focused primarily on the respective roles of the 
federal/provincial governments and private sector. The study 
identified issues pertaining to strategies necessary for the 
achievement of tourism marketing objectives, in particular, 
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the need to be more specific and focussed. The requirement to 


coordinate 
government 
Results of 
efforts to 
revitalize 


marketing initiatives between the various levels of 
and the private sector was also identified. 

the evaluation have formed a valuable part of the 
formulate and implement new strategies to 

the tourism industry. 
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Section II 
Analysis by Activity 


Ae Business Climate 


Objective 


To foster an environment supportive of investment, innovation, 


entrepreneurship and economic growth. 


Resource Summary 


The Business Climate Activity accounts for approximately 13% of total 


Program expenditures and 17% of Program person-years in 1986-87. 


Figure 8: Activity Expenditures ($000) and Person-Years 


Estimates 
1986-87 
Policy and commercial 
intelligence 44,613 
Program Assistance 
- ERDAs and GDAs 86,138 
aE, 11,320 
- Other programs 7,105 
Total 149,176 
Person-Years 486 


Forecast 
1985-86 


44,564 


70,085 
10,092 
50,153 
174,894 


504 


Actual 
1984-85 


68, 264 


64,768 
10,820 
55,259 
199,111 


585 


Approximately 30% of the costs of the 1986-87 Business Climate 
budget relates to salaries and other operating costs, while /0% is for 


grants and contributions. 


Description 


The Business Climate Activity involves DRIE's efforts to ensure a 


positive climate for business investment at both the federal and 
provincial levels. This is achieved principally through policy 


development and coordination and through financial assistance for 
infrastructure required to support successful industrial activity. 
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Policy and Commercial Intelligence: The principal component of this 
Activity is policy development and coordination, which is aimed at 
producing sectoral and regional development strategies. The Federal 
Economic Development Coordinators (FEDCs) are the senior federal 
government representatives in each province. Through the FEDC network 
and at headquarters, the Department works with other federal government 
departments and agencies to influence policies affecting regional 
industrial development in areas such as taxation, trade, divestiture of 
Crown Corporations, procurement, foreign investment and competition 
practices. The FEDCs have been particularly active in certain areas of 
the country facing unique economic hardships, such as Gaspésie-Bas 

St. Laurent and Cape Breton. 


The Department consults with private institutions, provincial 
governments, and other federal agencies to maximize development 
opportunities. Federal-provincial agreements are developed to provide 
for the special economic development needs of each province. 
Negotiations with foreign government officials and firms are undertaken 
to foster cooperation and to encourage joint investment and marketing 
endeavours. 


Emphasis is also given to gathering and disseminating economic and 
commercial information and conducting special research studies of 
important business issues. For example, studies of industry sectors are 
conducted to examine growth potential, trade implications and impact on 
regional development. 


The highest priority is given to involving private sector 
participation to ensure that departmental policies and programs meet 
industry needs. This interaction is ensured through ongoing 
consultation with individual companies and industrial organizations. 


Program Assistance: Direct funded assistance under Business Climate 
supports the development of industrial infrastructure (such as 
industrial parks, wharves, water and public utilities, access roads and 
common services) primarily through Economic and Regional Development 
Agreements. Planning subsidiary agreements under ERDAs with seven 
provinces provide a financial framework for joint federal-provincial 
economic planning activities and related studies. The provision of 
infrastructure assists companies by reducing the costs of common 
services, and assists communities by encouraging industry to locate in 
their region. Institutions supporting industrial development are also 


funded under this Activity. 


Under the Industrial and Regional Development Program (IRDP), 


support for Business Climate projects was discontinued in November, 
1984. However, for projects authorized prior to this date, expenditures 


will be incurred for 1986-87. 
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Performance Information/Resource Justification 


As a positive business climate is a prerequisite to satisfactory 
economic development and the implementation of DRIE-supported projects 
in all regions, DRIE allocates substantial resources to this activity 
for the types of functions outlined above. While direct results of this 
activity are extremely difficult to measure, the ultimate benefits are 
generated through an array of private sector investments as described in 


Section III of this document. 
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B. Innovation 
Objective 


To stimulate research and development and promote the innovative 
capability of Canadian industry in order to improve Canada's ability to 
compete in domestic and export markets. 


Resource Summary 


The Innovation Activity accounts for approximately 20% of total Program 
expenditures and 10% of Program person-years in 1986-87. 


Figure 9: Activity Expenditures ($000) and Person-Years 


rt a eg ee kk gk Wha oe eadeun a 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 


Raabe Seer et ls ethene Se sone 


Policy and commercial 
intelligence 28,857 24,732 rat 


Program Assistance 


- ERDAs and GDAs 1,890 942 859 
- IRDP/DIPP 179,074 141,120 138,072 
- Other programs 8,834 6,736 14,861 
Total 218,655 1735530 174,983 
Person-Years 266 237 322 


cy ee ed ee el ee ete 


Approximately 13% of the 1986-87 Innovation budget relates to 


salaries and other operating costs, while 87% is for grants and 
contributions. 


Description 


The Innovation Activity facilitates the introduction of new products and 
Processes into the marketplace. In the long term, the objective is to 
establish a broad innovative capability throughout the manufacturing and 
processing sectors. 


Policy and Commercial Intelligence: These functions include 

policy development, business counselling and the analysis and 
dissemination of information relating to new technologies, products and 
Processes. The Department promotes the use of international design 
Standards to enable domestic industries to compete on an equal basis in 
export markets, and encourages subsidiary companies to seek world 
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product mandates from their foreign parents. These mandates encompass 
factors such as export autonomy, operating jurisdictions and incentives 
(such as government contracts) for foreign companies to locate in 
Canada. 


Through this activity, the Department supports technology centres 
which undertake research and development for industry and provide 
technical advice and services. Innovation centres, which evaluate 
inventions, assist in the commercialization of new products and aid the 
establishment of new technology-based companies, are also supported. 
These centers assist in the development of new technologies and the 
transfer of these technologies throughout the country. 


Program Assistance: To make high risk innovation ventures more 
attractive to the private sector, support is provided through the 
Department's funded programs. Assistance is given to companies that 
develop new products and processes, adapt foreign technologies to the 
Canadian market, or invest in strategically important technologies. The 
types of endeavours that are eligible for financial support include 
applied research projects, product/process development projects, design 
and engineering projects, and defence-related products. 


Performance Information/Resource Justification 


It is generally recognized that the promotion of industrial innovation 
and technological advance is a primary means for an industrial economy 
to achieve sustained economic growth in an increasingly competitive 
international environment. DRIE's activities in this area focus on the 
commercial application of research and development and technological 
advance, adapted to address the peculiar requirements of the Canadian 
economy. 


Initiatives in this area often entail high risks and the payoffs 
for the companies involved and the government are uncertain, sometimes 
indirect, and usually longer term in nature. For this reason, the 
direct impact of government support in this area is difficult or 
impossible to measure. 


Nevertheless, a number of innovation projects supported by DRIE or 
the predecessor departments can be cited as examples of the kind of 
positive results that can be achieved. 


® The Pratt and Whitney PT-6 engine development project, started 
in 1959, was supported by DIPP funds amounting to some $300 
million over the 20 years of its development. Cumulative 
sales of PT-6 engines and related components are $3.5 billion. 
A 1980 study of DIPP concluded that “without the provision of 
the DIPP assistance, Pratt and Whitney would not now be 
operating in Canada at a significant level”. 
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e Polyrim, now a division of Magna International Inc., started a 
development project in 1980 for the production of reaction 
injection molded (RIM) plastic bumper parts. The federal 
contribution was about $18 million of which some $13 million 
may be recovered. Currently, the company operates two plants 
in Toronto with about 600 employees and current sales of 
approximately $/0 million. Continued growth is projected to 
reach two to three times the current levels by 1990. 


& Linamar Machine Limited of Guelph, Ontario, was assisted in a 
series of DIPP, ILAP, and IRDP projects starting in the late 
1960's, to establish a contract machining business primarily 
for the defence export and heavy vehicle market sectors. 
Total federal assistance was about $12 million, of which some 
$5.5 million is recoverable. The company has expanded to a 
five-plant group with about 525 employees and current sales 
amounting to some $31 million. Rapid growth is projected to 
about three times the current levels by 1990. 


The foregoing examples illustrate the type of results that have 
been achieved over the recent past. Section III of the Expenditure Plan 
highlights examples of results expected from projects associated with 
major DRIE programs. 
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Cc. Industrial, Commercial and Tourism Development 


Objective 
To stimulate industrial, commercial and tourism development in Canada by 


supporting industrial, small business and tourism initiatives, and 
projects involving plant establishment, modernization and expansion. 


Resource Summary 


The Industrial, Commercial and Tourism Development Activity accounts for 
approximately 56% of total Program expenditures and 40% of Program 
person-years in 1986-87. 


Figure 10: Activity Expenditures ($000) and Person-Years 


ee 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 

I 
Policy and commercial 

intelligence 88,653 84,150 62,989 
Program Assistance 

- ERDAs and GDAs 89,540 116,808 107,905 

- IRDP/DIPP 181,931 250,817 254,901 

- Other programs 251,437 169,657 179,788 
Non-budgetary loans and 

investments 16,400 22,100 275 
aS 
Total 627,961 643,532 605,858 
eee ee ee ee Be ee a ee 
Person-Years Li ii2 1,185 878 


2 eee SS 


Approximately 14% of the 1986-87 Industrial, Commercial and Tourism 
Development budget relates to salaries and other operating costs, while 
86% is for grants, contributions, loans and investments. Revenue 
totalling $103,000 earned through this Activity from returns on 
investments, refunds of previous year's expenditures and service fees is 
credited to the Consolidated Revenue Fund (see page 43). 


Description 
The Industrial, Commercial and Tourism Development Activity supports 


business development endeavours that are based on regional strengths and 
contribute to productivity and sustained economic growth. 
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Policy and Commercial Intelligence: These functions involve policy 
development, analysing economic and commercial information and providing 
this information to the business community. The Department assists 
industry by identifying opportunities for investment, conducting 
feasibility studies of specific proposals requiring funding, and 
counselling companies through all stages of project development. Other 
policy and commercial intelligence functions under this activity are 
described below. 


a Corporate memoranda of understanding are signed with a small 
number of key firms to develop corporate accords and determine 
what government actions could contribute to the realization of 
mutual objectives. Discussions pertain to common concerns 
such as economic growth, employment and exports. 


@ Tourism is stimulated through the development of tourism 
products, such as attractions, visitor facilities, and 
services to attract tourists and assist regional development. 
The Department also identifies supply or development problems 
and implements solutions to improve the efficiency and 
effectiveness of the tourism industry. 


& The Department prometes maximum use of Canadian suppliers as 
sources of goods and services to increase the domestic market 
base for Canadian firms. 


Program Assistance: Funding is provided through the Industrial and 
Regional Development Program (IRDP) to stimulate the establishment, 
expansion and modernization of Canadian businesses. Firms are also 
funded through the Defence Industry Productivity Program to develop 
viable defence, or defence-related products for export, and regional 
development and tourism are Supported through federal-provincial 
agreements. 


The majority of resources for the other programs identified in 
Section III of this Plan also fall under this Activity. The Special 
Agricultural and Rural Development Program and the Native Economic 
Development Program focus on the specific economic development needs of 
Native peoples. The Shipbuilding Industry Assistance Program works 
toward increasing competitiveness of the Canadian shipbuilding industry. 
The Small Businesses Loans Act was introduced to encourage lenders in 
the private sector to make loans available to small business by 
guaranteeing loans made to small companies by Canadian chartered banks. 


Performance Information/Resource Justification 


A number of projects implemented under this activity and their expected 
results are described in Section III of this document. 
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D. Marketing 

Objective 

To facilitate the identification, development and exploitation of 
international and domestic market opportunities, including those 


associated with major development projects, in order to increase 
domestic and export sales. 


Resource Summary 


The Marketing Activity accounts for approximately 7% of total Program 
expenditures and 15% of Program person-years in 1986-87. 


Figure 11: Activity Expenditures ($000) and Person-Years 


oes eee ee 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Policy and commercial 
intelligence 51,982 56,943 42,873 
Program Assistance 
- ERDAs and GDAs 16,028 565 609 
= IRDP 13,329 2,816 3,174 
- Other programs 883 5,809 SjoLl 
Total 82,222 66,133 D222, 
Person-Years 411 415 468 
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Approximately 63% of the 1986-87 Marketing budget relates to 
salaries and other operating costs, while 374 is for grants and 
contributions. 


Description 

Through the Marketing Activity, the government shares in the risks and 
cost of obtaining market knowledge and promoting products and services 
for Canadian companies. 

Policy and Commercial Intelligence: These functions, encompassing 


tourism marketing and international and domestic market enhancement, 
form the major portion of the Marketing Activity. 
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Tourism marketing, a major component of the Marketing Activity, is 
designed to improve Canada's image as a tourist destination, and to 
improve Canada's share in the growing world tourism industry. 
Advertising and other communications activities are conducted in the 
U.S., Canada and overseas markets in cooperation with the provinces, 
territories and the private sector to increase penetration of primary 
markets (e.g., Northeastern USA) and develop new geographic (e.g., 
Southeast Asia) and special,interest markets (e.g., skiing). 


The development of domestic and international marketing involves 
identifying and increasing access to new market opportunities, analyzing 
markets and disseminating market knowledge. Domestic marketing is 
Supported through a "Think Canadian" campaign that increases awareness 
of the benefits of made-at-home products and services. Market 
information and counselling is also provided to increase manufacturers' 
awareness of opportunities and reduce reliance on imports. Through the 
Business Opportunities Sourcing System (BOSS), information on 
approximately 17,500 Canadian companies and their products, services and 
capabilities is accessible to the public. The Canada Awards for 
Excellence program recognizes the ability of Canadian industry to 
compete in the marketplace. 


DRIE is involved in the delivery of two programs funded by External 
Affairs to assist in the penetration of foreign markets. The Program 
for Export Market Development (PEMD) assists individual companies to 
expand their marketing efforts in world markets through a wide range of 
marketing techniques, such as participating in trade fairs and bringing 
foreign buyers to Canada. Whereas PEMD supports individual companies, 
the Promotional Projects Program (PPP) is the vehicle through which the 
federal government plans and implements participation in trade fairs and 
missions, and encourages incoming trade visits by foreign buyers and 
government delegations. During 1985-86, the Department of External 
Affairs has been reviewing PEMD and PPP to identify measures by which 
the objectives of these programs might be achieved more effectively and 
with more efficient utilization of resources. 


Program Assistance: Direct funding, provided mostly through the 
Industrial and Regional Development Program (IRDP), aids organizations 
to support Canadian industry in marketing their products through market 
research, special events, and conferences. The Co-operative Overseas 
Marketing Development Program, a component of IRDP, assists firms in the 
forestry industry to penetrate foreign markets. Federal-provincial 
agreements also support regional marketing initiatives. 


Performance Information/Resource Justification 
With respect to marketing activity, the PEMD and PPP programs delivered 


by DRIE for the Department of External Affairs have supported 
initiatives as set out in Figure 12. 
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Figure 12: Marketing Performance Data 


Actual 

International Marketing 1984-85 
en 
Program for Export Market Development 

Number of companies supported Sud UF) 
Promotional Projects Program 

Number of trade fairs organized 193 

Number of missions organized 166 

Number of trade buyer projects brought to Canada 90 


a 


Under the "Think Canadian” Program, the department is involved in 
about 70 projects across the country to enhance awareness of Canadian 
products. The Business Opportunities Sourcing System (BOSS) is 
currently providing service to about /00 users. 


The tourism marketing program uses a mix of modern advertising and 
promotional techniques to reach potential clients in Canada's major 
tourism markets. Surveys have indicated that tourism advertising is 
efficient in reaching its target groups and raising their awareness of 
the Canadian product. 


A number of projects implemented under the Marketing activity and 
their expected results are described in Section III of this document. 
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E. Administration 
Objective 


To enhance departmental operations through corporate direction and the 
provision of efficient support services. 


Resource Summary 


The Administration Activity accounts for approximately 4% of total 
Program expenditures and 18% of Program person-years in 1986-87. 


Figure 13: Activity Expenditures ($000) and Person-Years 


[SS a ee 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Rae eet ee ee ee 
Corporate Management 4,824 5,174 4,234 
Corporate Services 39,027 41,866 34,259 
Sen cece a mantener en 
Total 43,851 47,040 38,493 
ee ree See ree ee re ee ee 
Person-Years 508 622 673 


——————————— Ba ee 


The 1986-87 Administration budget relates entirely to salaries and 
other operating costs. 


Description 


The Administration Activity encompasses Corporate Management and 
Corporate Services. Corporate Management represents the central 
management and administration of the Department, and includes the 
Corporate Coordination Bureau, the Deputies’ offices, ADMs and their 
immediate support staff. Corporate Services covers a broad range of 
centralized support services provided by the Comptroller's Office, Human 
Resources, Communications, Internal Audit and Legal Services. 


Through this Activity, services necessary to assist and support the 
Sector branches and regional offices to carry out the Department's 
mandate are provided. Also included are information mechanisms to 


assist in policy formation and control Systems to ensure 
accountability. 
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Performance Information/Resource Justification 


The Administration of the Regional Industrial Expansion Program in 


relation to total program person-years and expenditures is illustrated 


in Figure 14. 


Figure 14: Administration Activity in Relation to Total Program 
Resources 


i ST 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
a R 
($000) P-Y ($000 ) P-Y ($000 ) P-Y 


Total Program 1,121,865 2,783 LaLOSpl 29 pez yIGat 1407076720002 5927 
Administration 43,851 508 47,040 622 38,493 673 
ee ee 


Percentage of 
total 4 18 4 21 4 23 


i 
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Section III 
Supplementary Information 


A. Analysis by Object 
1. Expenditures by Object 
Figure 15: Expenditures by Object ($000) 


= <= AT Ac S-Ni acspecaeneeeeeememe ee coe ee eee 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Personnel 
Salaries and wages 123,157 123,145 113,258 
Contributions to employee benefit plans 17,236 17 ,234 16 ,756 
Other personnel costs 37 37 555 
140,430 140,416 130,569 
Goods and services 
Transportation and commmications 22,288 23,549 17 ,405 
Information 32,113 34,660 37 ,646 
Professional and special services ~ 44,933 40,733 36 ,890 
Rentals 2,120 2,228 3,169 
Purchased repair and upkeep 1,135 1193 1.973 
Utilities, materials and supplies 2,944 3,094 Pages Big 
All other expenditures 10,871 * 10,429 * 407 
116,404 115,886 100,401 
Total operating 256 ,834 256,302 230,970 
Capital 1122 13127 2,840 
Transfer payments 847 ,509 825 ,600 836 ,587 
Total budgetary expenditures 1,105,465 1,083 ,029 1,070,397 
Non-budgetary (loans and investments) 16,400 22,100 ZS 
Total expenditures 1,121,865 1,105,129 1,070,672 


* Payments to Canadair Limited for CL 289 reconnaissance drones are 
included in standard object 12, all other expenditures. 
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2. Personnel Expenditures 


Figure 16: Authorized Person-Years and Salary Provision 


a eae eee ee ee a re eee ke ee 
1986-87 
Authorized Person-Years Average 
Current Salary 
86-87. 85-86 8485 Salary Range Provision 


a 


Governor~In-Council and Senior Executive 155 159 105 53,210 — 114,260 71,804 
Senior Management We/s 174 161 50,350 - 59,220 63,543 
Scientific and Professional 
Economics, Sociology and Statistics 88 100 69 14,570 - 65,080 52,691 
Other 6 9 7 15,840 - 76,130 37,533 
Administrative and Foreign Services 
Administrative Services 152 159 148 13,912 - 57,987 35,354 
Administrative Trainee 0 2 0 
Computer Systems Administration 37 4l 33 19,423 - 63,583 41,494 
Financial Administration 53 55 59 13,853 - 57,980 41,233 
Information Services 95 104 91 13,579 - 57,980 40,826 
Organization and Methods 6 6 6 13,926 - 57,980 40,269 
Personnel Administration 36 43 43 135330: =. 595510797 965726 
Program Administration 9 13 9 13,912 - 57,987 40,398 
Purchasing and Supply 8 7 8 12,766 - 57,980 38,755 
Commerce 907 962 918 15,635 — 64,521 52,6% 
Foreign Services 20 27 45 15,685 - 66,252 49,984 
Technical 


Engineering and Scientific Support 14 3 0 14,041 — 50,866 18,362 

General Technical i 8 9 12,635 — 55,682 38,027 

Social Science Support 46 40 47 12,635 - 57,764 32,186 
6 6 


Other 7 155557 — 35,009) oles 
Administrative Support 

Clerical and Regulatory 464 531 507 12,932-— —-31,743---23,335 

Secretarial, Stenographic and Typing 451 474 429 12,636 - 31,946 23,411 

Other 1b) 16 14 12,665 - 37,130 26,166 
Operational 

General Services 7 9 7 13,253 - 39,988 23,279 

General Labour and Trades z 2 2 14,776 - 40,676 24,407 
Other 24 20 n/a 


Note: The person-year columns display the forecast distribution of the 
authorized person-years for the program by occupational group. The current 
salary range column shows the salary ranges by occupational group at 
October 31, 1985. The average salary column reflects the estimated base 
salary costs including allowance for collective agreements, annual 
increments, promotions and merit pay divided by the person-years for the 
occupational group. Year-to-year comparison of averages may be affected by 
changes in the distribution of the components underlying the calculations. 
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3. Capital Expenditures 
Figure 17 presents capital expenditures from 1984-85 to 1986-87. 
Figure 17: Allocation of Capital Budget ($000) 


———————e—e———eee— 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
eee 


Construction and acquisition of 
Machinery and equipment 15122 Lod 2,840 
wig ROA ee he a ee 


The nature of the equipment purchased is primarily office furniture, 
telephone equipment, photocopiers, audio-visual aids, word processors 
other informatics related items. 


4. Transfer Payments 


Figure 18: Details of Transfer Payments ($000) 


ern Gre) EY es eee 
Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Grants 


Grants under the Industrial and Regional 


Development Act 771 201 651 
Grants under the Native Economic 

Development Program 1,000 1,000 3 
Grants to non-profit organizations to 

promote econanic co-operation and development 500 300 105 
Grants under the Canada Awards for 

Excellence Program 6 5 ae 
Total grants Php) dij 1,506 756 
Contributions 


Contributions under the Industrial and 

Regional Development Act and outstanding 

canmitments under discontinued 

predecessor programs 220,175 234,494 253,633 
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Figure 18: Details of Transfer Payments ($000) (Cont'd) 


a nn eta 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Contributions (cont'd) 
Contributions under the Defence Industry 
Productivity Program 164,708 170,150 152,683 
Contributions under Sub-Agreements made 
pursuant to Econamic and Regional 
Development Agreements/General 
Development Agreements with Provinces 193,596 188 ,400 174,141 
Contributions under the Agricultural and 
Rural Development Act 21,900 16 ,500 13,487 
Contributions under the Shipbuilding 
Industry Assistance Program 29 ,000 22 ,000 27 ,296 
Contributions under the Western 
Transportation Industrial Development 
Program 14,169 3,000 552 
Contributions to non-profit organizations 
and comercial operations in support of 
Tourism 3,115 4,300 6,259 
Contributions under the Native Economic 
Development Program 56,676 19 ,000 3,252 
Contributions under the Canadian 
Industrial Renewal Regulations 72,000 55,000 54,238 
Contributions for outstanding commitments 
under the Industry and Labour Adjustment 
Program 6,393 13,000 29 ,432 
Contributions to stimulate economic activity 
in the Cape Breton designated area 5,000 1,000 - 
(S) Liabilities under the Small Businesses 
Loans Act 50,500 42,000 28 ,982 
(S) Insurance Payments under the Enterprise 
Development Program and guarantees under 
the Industrial and Regional Development 
Program 8,000 10,000 5,940 
Total contributions 845 ,232 778,844 749 ,675 
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Figure 18: Details of Transfer Payments ($000) (Cont'd) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Items not required for 1986-87: 
Grants under the Small Business Investment - 500 4,059 
Grant Act 
Grant to Science North Centre = 500 = 
Grant to Quebec Federation of Labour for 
the Solidarity Fund - 10,000 oe 
Contributions for outstanding commitments 
under the Special Recovery Capital 
Projects Program = 15,500 44,268 
Contributions under the Special Employment 
Initiatives Program - 250 2, lS 
Contribution under the Documented 
Circuits Inc. Assistance Program = 1,000 = 
Contributions toward the capital costs of 
trade centres in Canada =- - 10,376 
Contributions for the New Employment 
Expansion Development Program - = 84 
(S) Loan guarantee payments under the Regional 
Development Incentives Act = 17,500 = 
(S) Loan insurance payments in respect of 
Maislin Industries Limited - - 24 ,256 
Total items not required for 1986-87 = 45,250 86,156 
Total transfer payments 847 ,509 825 ,600 836 ,587 


———— 
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5. Non-Budgetary (Loans and Investments) 


Figure 19: Details of Non-Budgetary Activity ($000) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 


Payments under the Atlantic 
Fisheries Restructuring Act 16,100 16,800 - 


Payment for purchase of 
capital stock 300 300 = 


Loans under the Industrial 
and Regional Development Act = 5,000 Dat) 


16,400 22,100 275 
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B. Cost Analysis 


Figure 20 shows the total cost of each Activity in the DRIE Program. 
Other costs shown consist of the charges for accommodation provided by 
Public Works Canada and other miscellaneous services provided free by 
other government departments. 


Figure 20: Net Departmental Costs ($000) 


1986-87 Add 


Program Other Total Deduct Net Forecast 
Expenditures Costs Cost Reveme Cost 1985-86 
Business Climate 149,176 2,984 152,160 - 152, 160 174,8% 
Innovation 218,655 4,590 223,245 - 223,245 173,530 
Industrial, 
Commercial and 
Tourism Development 627,961 12,854 640,815 103 640,712 643, 532 
Market ing Soe zez 1,607 83,829 = 83,829 66,133 
Administration 43,851 918 44,769 - 44,769 47,040 
1,121,865 22,953 1,144,818 103 1,144,715 1,105,129 


Figure 21 provides a breakdown of services provided free by other 
departments. 


Figure 21: Services Provided Without Charge by Other 
Departments ($000) 


1986-87 

Amount 
Department of Public Works -- Accommodation 20,000 
Department of Supply and Services -- 

Accounting and Cheque Issue Services 343 
Treasury Board -- Insurance Premiums and Costs 2,438 
Department of Labour -- Employee Compensation Payments Li2 

22,953 
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Ce. Revenue Summary 


The revenues received by DRIE are deposited to the Consolidated Revenue 
Fund. 


Figure 22: Revenue by Type 


nnn EEN ENEREEENET 
Estimates Forecast Actual 
1986-87 1985-86 1984-85 


a 


Return on investments 47,000 167,000 ips mes) 
Refund of previous year's 

expenditure 48,000 37,000 46,548 
Services and service fees 7,000 7,500 2,385 
Other non-tax revenue 1,000 1.250 1,625 


a 


Program total 103,000 212,150 12546 


nc cee SEaEEEERnE EER EERE EERIE EES 
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D. Program (Instrument) Descriptions 


The Department's three principal programs or instruments for providing 
funded assistance to industry are Economic and Regional Development 
Agreements, the Defence Industry Productivity Program, and the 
Industrial and Regional Development Program. 


l. Economic and Regional Development Agreements 


Economic and Regional Development Agreements (ERDA) are long term 
vehicles for federal-provincial planning and cooperation in economic 
development. The purpose of these agreements is to provide for the 
special economic development needs of each province while reducing 
regional disparity. The ERDA mechanism was established to replace the 
General Development Agreements established under the Department of 
Regional Economic Expansion. 


Each ERDA outlines a broad development strategy and priorities for 
action. The Agreement forms a framework for the development of specific 
subsidiary agreements and memoranda of understanding tailored to the 
needs of the region, and it ensures effective consultation and 
coordination between the federal and provincial governments in carrying 
out programs for economic development. 


Figure 23 identifies commitments for active subsidiary agreements 
under both the Economic and Regional Development Agreement and General 
Development Agreement mechanisms as at 31 October 1985. Subsidiary 
agreements under the ERDA process are indicated with an asterisk. 


Figure 23: Subsidiary Agreement Expenditures ($000) by Province 


Cumulative 
DRIE Expenditures 
Commitment to. March 31591985 


Newfoundland 
Pulp and Paper Mill Modernization* 38,500 961 
Burin Peninsula* 19,600 1,145 
Ocean Industry Development* 19,000 10 
Tourism* 12,500 9 
Rural Development II* 9,00 1002 
Community Development for 
Coastal Labrador 33, 800 275280 
Atlantic Institute of Fisheries 
and Marine Technology 27,500 22 
Industrial Development Phase II 17,800 Daa93 
Industrial Development Phase I 23,985 23,499 
Labrador Interim 18,258 E3205 
Rural Development fe yee WA, 14,917 
Tourism ee Roepe Js 33 11,838 
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Figure 23: Subsidiary Agreement Expenditures ($000) by Province 


(Cont 'd) 
a 
Cumulative 
DRIE Expenditures 


Commitment to March 31, 1985 


nnn eee EE UU EI EI nsInNUEIaDSnESE ESSENSE SSSR! 


Prince Edward Island 


Industrial Competitiveness Assistance* 6, 800 = 
Tourism* 5,800 245 
Marketing* 5,000 950 
Hog Kill* 4,500 - 
Industrial Commissions* 650 = 


Nova Scotia 
Technology Transfer and Industrial 


Innovation* 23,800 - 
Advanced Manufacturing Support* 21,720 — 
Strait of Canso II* 19,600 88 
Tourism* 9, 800 = 
Michelin Tires 42,000 35,000 
Ocean Industry Development 225950 6,056 
Sysco 77,000 Cd odio 
Halifax Panamax Dry Docks 43, 900 43,527 
Strait of Canso Area Development 230103 25969 
Pulp and Paper Modernization 17,000 10,583 

New Brunswick 
Tourism* 22,000 357 
Northeast New Brunswick 67ELioO 58, 582 
Consolidated Bathurst 19,600 11,860 
Sulphation Roast Leach Pilot Plant 15,000 10,324 
Pulp and Paper 43,000 325156 
Quebec 
Industrial Development* 175,000 a 
Tourism II* 50,000 5 
Inter-Port Society of Quebec 1981-84 5,550 3,185 
Modernization of the Pulp and 

Paper Industry 135,000 99, 341 
Industrial Infrastructure 1976-78 82,602 70,070 
Tourism Development 1978-83 69,600 69, 568 

Ontario 
Tourism* 22,000 = 
Eastern Ontario 2D5715 22,837 
Ontario Pulp and Paper 62,700 52,945 
Community and Rural Resource 

Development 13,828 12,649 

Northern Rural Development 95290 6,677 
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Figure 23: Subsidiary Agreement Expenditures ($000) by Province 


(Cont'd) 
Cumulative 
DRIE Expenditures 
Commitment tomMarch 31L,81985 

Manitoba 

Urban Bus Industrial Development* 25,000 LZ 
Tourism II* 15,000 - 
Manitoba Northlands 62,800 22,204 
Winnipeg Core Area 32,000 16% .623 
Industrial Development 26,400 20,237 
Tourism I 12,000 7,401 
Saskatchewan 

Northern Economic Development* 18,000 621 
Advanced Technology* 16,600 = 
Tourism* 15,000 = 
Northlands 58, 300 56, 281 
Qu'Appelle Valley 7,760 6,740 
Planning 1979-84 750 639 
Alberta 

Tourism* 28,150 = 
Northern Development* 20,000 = 
Nutritive Processing 22,500 11,803 
British Columbia 

Industrial Development* 62,500 = 
Small Business Incentives* 25,000 = 
Tourism* 15,000 = 
Travel Industry Development 25,000 24,433 
Northwest Territories 

Domestic Market Development 9,675 223.6 
Yukon 

Tourism* 8,000 = 


Highlighted below are some of the principal subsidiary agreements in 
each Activity. 


Business Climate 
e Strait of Canso Area Development, Nova Scotia - Encourages 


industrial development and maximizes its economic impact in 
the area through support of the Strait of Canso Development 


(Supplementary Information) 47 


Authority, small project assistance and heavy infrastructure. 
It is expected that 500 to 1,000 permanent jobs will be 
provided through this agreement. 


Innovation 


e Ocean Industry Development, Newfoundland - Augments the 
existing base of government supports to lever local supplier 
development investment, enhance technological competitiveness 
and promote foreign investment in ocean industries. It is 
expected that this agreement will result in the establishment 
of companies to develop a variety of innovative products for 
use in ocean industries with a focus on products having 
potential for export markets. 


e Technology Transfer and Industrial Innovation, Nova Scotiar= 
Involves a number of projects aimed at broadening the base of 
technology-related firms, facilitating commercialization of 
research, stimulating productivity improvements and focusing 
attention on Nova Scotia as a center for scientific and 
engineering excellence. 


Industrial, Commercial and Tourism Development 


e Tourism - Agreements in Newfoundland, Prince Edward Island, 
Nova Scotia, New Brunswick, Quebec, Ontario, Saskatchewan, 
Alberta, Manitoba, British Columbia and the Yukon support 
firms in the tourism industry, attract a larger volume of 
domestic and foreign visitors, and generate employment. 


® Pulp and Paper Modernization, Newfoundland - Provides 
incentives to improve the viability, efficiency and 
international competitiveness of the Newfoundland pulp and 
paper industry. Major construction activity is expected to 
take place in 1986-87. 


e Industrial Development - Agreements in Quebec and British 
Columbia support industrial development through the provision 
of infrastructure necessary for the development of industrial 
and commercial enterprises. 


@ Northern Development - Agreements in Saskatchewan and Alberta 
support enhanced business and industrial diversification, 
access to employment opportunities and community and regional 
infrastructure. Activity under these agreements is expected 
to result in increased investment, commercial development, job 
creation, and self-reliance at the community and individual 
level in the north. 
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Marketing 


® Marketing, Prince Edward Island - Assists Island firms to 
increase sales and develop new markets. It is anticipated 
that assisted companies will achieve additional annual sales 
of approximately $7.5 million. Areas of assistance include 
product development, market research, product design, 
marketing programs, and promotion. 


2. Defence Industry Productivity Program 


The Defence Industry Productivity Program (DIPP) operates in support of 
Canada's cooperative international defence sharing agreements on 
research, development and production. Agreements have been signed with 
the United States, the United Kingdon, France, the Netherlands, Italy, 
Sweden, Norway and the Federal Republic of Germany. These arrangements 
enable the Canadian armed forces to purchase major weapons systems 
abroad, while facilitating access to foreign markets for products of the 
Canadian defence industry. 


The objective of this program is to develop and maintain strong 
defence-related industries in Canada capable of competing successfully 
over the long-term in domestic and export markets. The program assists 
Canadian companies in capitalizing on business opportunities promising a 
high rate of return but which pose significant risk to the applicant 
company. 


Assistance is provided toward the eligible costs of research and 
development projects, for establishing Canadian companies as qualified 
suppliers, for acquiring advanced production equipment to modernize or 
upgrade manufacturing capabilities and for market feasibility studies. 

Figure 24: DIPP Expenditures ($000) by Activity 


SS 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
a Se ee ee a ee 
Innovation 81,854 79,630 71,415 
Industrial, Commercial 
and Tourism Development 82,854 90,520 81,268 


ee a ee ee es ee ee ee 
164,708 170,150 152,683 
ree lets Le 2 ee ee 2 ee eS oka. ee Oe ee ee 
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Identified below are some of the key projects planned for this program 
in 1986-87, along with expected results and benefits. 


Innovation 


® Engine Development Projects, Quebec ~ Pratt & Whitney Canada 
Ltd. of Montreal have signed a long-term joint agreement 
with DRIE for projects involving research, development and 
productivity improvements in the production of helicopter 
engines. Projected benefits include the provision of 6,000 
direct jobs and incremental sales of $20 billion. 


& CL-289 Reconnaissance Drone, Quebec - Development of the 
CL-289 reconnaissance drone has been funded jointly by Canada 
and the Federal Republic of Germany (F.R.G.). The Republic of 
France has also participated through the funding and 
development of a major subsystem. Development is essentially 
complete and the project is awaiting approval from France and 
the F.R.G. to enter the pre-production phase. Canadian 
approval to undertake that phase was given by Treasury Board 
on August 20, 1985. Anticipated benefits include the creation 
of jobs, increased export sales and the maintenance of 
Canadair's world leadership in this technology. 


e CL-227 Remotely-Piloted Vehicle, Quebec - Full-scale 
development of the CL-227 remotely-piloted vehicle, an 
unmanned airborne vertical take-off and landing vehicle, will 
help maintain Canadair's leadership in the field of unmanned 
military surveillance systems. Tangible benefits will only 
accrue during the production phase expected to span the years 
1988 to 2000. 


® Twin Engine Helicopters, Ontario - Messerschmitt-Bélkow Blohm 
GmbH, the Ontario government and the Department will share the 
costs of establishing Fleet Industries, Fort Erie, Ontario, as 
a development and production facility for light helicopters. 
The project is expected to generate sales of $1.3 billion and 
employ 760 individuals over 20 years. 


e Automated Weather Distribution System, British Columbia - 
MacDonald Dettwiler & Associates Ltd. of Richmond, British 
Columbia, has been awarded a contract by the U.S. Air Force 
toward research and development of a more efficient 
computerized weather forecasting system. Sales of $285 
million are anticipated from the project as well as the 
provision of 900 direct jobs by the early 1990s. 
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3. Industrial and Regional Development Program 


The Industrial and Regional Development Program (IRDP), established in 
June, 1983, delivers direct funded assistance to manufacturers and 
processors in all parts of Canada. Intended to Support private sector 
initiatives, IRDP is aimed at projects, industries and technologies with 
the greatest potential for economic return, sustained growth and 
international competitiveness. The elements of the program can be 
applied to reflect local opportunities and meet the particular needs of 
each applicant. Assistance is provided through grants, contributions, 
and repayable contributions. 


To stimulate industrial activity in the more economically 
disadvantaged areas of Canada, IRDP provides progressively enriched 
Support to areas where need is greatest. Major changes to the IRDP in 
effect since November, 1984 resulted in further concentration of support 
in disadvantaged areas and limited total expenditures. 


In October, 1985, Cabinet gave the Minister of Regional Industrial 
Expansion a mandate to negotiate IRDP devolution agreements with the 
provinces. Devolution agreements will replace, in certain provinces, 
the establishment and expansion/modernization elements of IRDP aimed at 
small and medium-sized businesses and may also replace the Western 
Transportation Industrial Development Program. Assistance under 
devolution agreements will be limited to projects with up to 
$2.0 million in eligible costs. Applicants with more than 250 employees 
or with more than $7.5 million in tangible assets will not be eligible 
under the devolved portion of IRDP. The first devolution subsidiary 
agreement was signed with British Columbia in October, 1985. 


Figure 25: IRDP Expenditures ($000) by Activity 


een SS EEE ee ee eee ee, 


Estimates Forecast Actual 

1986-87 1985-86 1984-85 

a A ah ee 

Business Climate 125320 10,092 10,820 

Innovation 97,220 61,490 66,657 
Industrial, Commercial 

and Tourism Development 99,077 160,297 1735633 

Market ing 13,329 2,816 3,174 

Pe ee ae ee ee en ee ee ae ee ee 

Total 220,946 234,695 254,284 


eS 
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Figure 26 displays the distribution of IRDP authorized assistance 
by major industry group for fiscal year 1984-85. 


Figure 26: IRDP Funding by Major Industry Group 


1984-85 Authorized Assistance 


nnn EEE 


Major Industry Group ($000 ) % 
Food 21973 es 
Beverage 37985 1.0 
Tobacco 46 0.0 
Rubber Products 8,455 2.0 
Plastic Products 9,801 2.4 
Leather Products 49 0.0 
Clothing and Textiles B53 0.3 
Wood Industries 245082 5.0 
Furniture and Fixtures 4,892 1.2 
Paper-Allied Industries Lig7s83 2.8 
Printing and Publishing Ligh6S 0.3 
Primary Metals 21:36 5.1 
Metal Fabricating 16,409 3.9 
Machinery 22,247 503 
Transportation Equipment 99,562 23.8 
Electrical/Electronic Products 84,624 20.2 
Non-Metallic Mineral Products 8,014 1.9 
Petroleum and Coal Products 43 0.0 
Chemical yS: 22 3.8 
Other Manufacturing 179302 4.1 
Tourism 155993 3.8 
Ot her 32-513 7.8 
a a 
Total 418,084 100.0 


OO 8 EE ee 


Identified below are some of the key projects planned for this program 
in 1986-87 along with expected results and benefits. 


Business Climate 


9 University of Western Ontario, Ontario — The School of 
Business Administration will establish a National Center for 
Management Research and Development. The center will research 
ways of improving entrepreneurship, productivity and methods 
of conducting international business. 
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Innovation 


Philips Information Systems Limited, Quebec - Provides 
assistance to perfect information processing equipment. This 
project is expected to employ 267 persons over a three-year 
period. 


GEAC Computer Corporation Ltd., Ontario - This company is to 
develop a computer software system intended to handle 
information for libraries and similar facilities with large 
organizations. This project, which will span 5 years, is 
expected to generate 250 jobs and sales of $40 million. 


Simmons Pipelines Ltd., Alberta - Provides assistance in the 
development of an electric resistance welding pipe mill with 
the capability of manufacturing and laying high pressure line 
pipe on location. This project is expected to provide 83 
direct jobs, lever an incremental investment of $2.lmillion, 
and generate sales of more than $77 million. 


MacDonald Dettwiler & Associates, British Columbia - Provides 
assistance for the development of four new products for the 
export market, with anticipated benefits including the 
provision of 73 production and research and development jobs, 
and sales to export markets at 90%. 


Industrial, Commercial and Tourism Development 


Highland Fisheries Limited, Nova Scotia - Provides for the 
establishment of a modern fish processing facility with 
technical innovations which will allow the efficient 
production of higher quality fish products as well as new 
products and package sizes. This plant will replace one 
destroyed by fire and is expected to employ up to 175 people. 


Acadia Paper Limited (Repap), New Brunswick - Assists in the 
establishment of a coated-paper facility. This project is 
expected to provide 125 new permanent jobs, stabilize 
employment for more than 1,600 mill and woodlands workers in 
the Miramichi area, and generate 1,000 person-years of 
employment during the construction period. 


Rolls-Royce (Canada) Limited, Quebec - Provides assistance in 
the construction of new test installations for reactors. The 
new installations will enable the company to offer more 
powerful reactors of the type used in the Boeing 747 and the 
Lockheed L-1011 aircraft. It is anticipated that this project 
will provide 180 new direct jobs and maintain 800 jobs. 
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® Magna International Inc., Ontario — This company will build 
and equip an integrated stamping and assembly facility to 
produce automotive body skin parts. The plant's first 
contract is to produce all the outer body panels for the new 
intermediate-sized car to be built by American Motors (Canada) 
Inc. in Brampton. This project is expected to create 206 jobs 
and $193 million in sales. In addition, employment for 300 
persons is anticipated over the construction period of about 


one year. 


8 Canwood Furniture Factory Inc., British Columbia - Assists in 
the establishment of a new facility to manufacture 
"knock-down' furniture for the home market. This project is 
expected to employ 40 persons in a high unemployment area. 


4. Other Programs 


In addition to the Department's major programs, assistance is provided 
through a series of other programs designed to meet special sectoral or 
regional needs. 


Special Agricultural and Rural Development Program: Special ARDA 

(SARDA) rural development programs arising from agreements entered into 
under the Agricultural and Rural Development Act work to improve income 
and employment opportunities in rural and remote areas, particularly for 
people of Native ancestry. Assistance is provided to projects which 
will open up new jobs, increase income and improve living conditions for 
peoples who have previously had little or no access to regular earning 
and employment opportunities. SARDA agreements are in effect in 
Manitoba, Saskatchewan, British Columbia, the Northwest Territories and 
the Yukon Territory. 


Native Economic Development Program (NEDP): The NEDP assists the 
development of economic self-reliance among Canada's native people by: 


@ providing capital to native owned and controlled economic and 
financial institutions to establish or expand business 
advisory service programs for native entrepreneurs; 


@ providing capital to native enterprises to acquire, establish, 
expand or modernize commercial operations within economic 
sectors having significant benefit for native people; and, 


® providing assistance for the development of commercially 
viable economic projects at the community level. 


Small Businesses Loans Act (SBLA): This Act encourages commercial 
lending institutions to provide loans to small businesses at favorable 
interest rates. The Department guarantees the lender against losses 
sustained in the making of loans. The purposes for which loans may be 
granted are the purchase of equipment or land, and the establishment, 
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improvement or modernization of plant equipment or premises. Eligible 
borrowers are businesses in the manufacturing, trade, service, 
communications, construction and transportation sectors. Effective 
April 1, 1985, lenders are levied a one percent guarantee fee in respect 
of all loans made and the government /lender sharing ratio for loan 
losses is a ratio of 85:15. 


The Innovation and Entrepreneurial Management Corporation Canada Inc. 
(TIEM): A joint venture, in collaboration with the federal government, 
Control Data Canada, and private industry, proposes to implement a five- 
year program of small business start-ups and job creation. This 
initiative is intended to help entrepreneurs raise seed capital, 
assemble a business plan, and find markets for their projects. 


Western Transportation Industrial Development Program (WIID): The 

WIID program provides assistance to firms in Manitoba, Saskatchewan, 
Alberta and British Columbia in manufacturing, processing and related 
service industries in order that they may take advantage of the 
opportunities presented by the changes in legislation concerning freight 
rates. Assistance is for suppliers to railway and resource development 
projects, for food and agricultural processors, for industrial 
diversification projects and for related research and development. 


Shipbuilding Industry Assistance Program (SIAP): The objective of SIAP 
is to provide direct subsidies for construction or conversion of certain 
vessels and contributions to improve performance. Eligibility for 
subsidy is limited to vessels completed by June 30, 1985, except for 
applications received prior to the announcement of the termination date. 
Credits for performance improvement also cease to accumulate effective 
June 30, 1985. Ongoing cash flow requirements relate to several subsidy 
items not yet paid, and approximately $100 million in accumulated 
performance improvement credits to be paid out in future years. 


Program for Export Market Development (PEMD): This program assists 
businesses to establish or expand their export marketing efforts in 
world markets through a wide range of marketing techniques. Support is 
provided to individual companies for bidding in competition with foreign 
firms, participating in trade fairs, undertaking market identification 
trips and studies, forming export consortia, bringing potential foreign 
buyers to Canada, and establishing facilities on location in a foreign 
market. While overall responsibility and funding for PEMD is provided 
by External Affairs, DRIE plans a major role in program delivery. 


Promotional Projects Program (PPP): This program assists Canadian 
business in the exploitation of foreign markets through participation in 
promotional events. PPP underwrites some of the cost to industry of 
participating in promotional events organized by the Department of 
External Affairs. The program encompasses a wide variety of promotional 
techniques such as trade fairs abroad, trade missions and trade 
visitors. As with PEMD, DRIE delivers this program in conjunction with 
External Affairs, the department with primary responsibility. 
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Dash 7 and 8 Sales Financing Program: This program of credit 

insurance assists airlines in Canada and the U.S. to purchase 

de Havilland Dash 7 and 8 aircraft. Support is provided by indemnifying 
lending institutions through provision of credit insurance against 


losses resulting from default by airlines which purchase Dash 7 and 8 
aircraft. 
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Part Ill 


Expenditure Plan 


The Estimates Documents 


The Estimates of the Government of Canada are structured 
in three Parts. Beginning with an overview of total govern- 
ment spending in Part I; the documents become increas- 
ingly more specific. Part II outlines spending according to 
departments, agencies and programs and contains the 
proposed wording of the conditions governing spending 
which Parliament will be asked to approve. The Part III 
documents provide additional detail on each department 
and its programs primarily in terms of the results expected 
for the money spent. 

Instructions for obtaining each volume can be found on 
the order form enclosed with part II. 


© Minister of Supply and Services Canada 1986 
Available in Canada through 


Authorized Bookstore Agents 
and other bookstores 


or by mail from 


Canadian Government Publishing Centre 
Supply and Services Canada 
Ottawa, Canada K1A0S9 


Catalogue No. BT31-2/1987-III-10 Canada: $3.00 
ISBN 0-660-53192-5 Other countries: $3.60 


Price subject to change without notice. 


1986-87 Estimates 
Part III 


Restrictive Trade Practices 
Commission of Canada 


Preface 


This Expenditure Plan is designed to be used as a reference document, 
and as such contains several levels of detail to respond to the various 
needs of its audience. 


This Plan is divided into two sections. Section I presents an 
overview of the Program including a description, information m@ its 
background, objectives and planning perspective as well as performance 
information that form the basis for the resources requested. Section I] 
provides further information on costs and resources as well as special 
analyses that the reader may require to understand the Program more 
fully. 


Section I is preceded by extracts from Part II of the Estimates in 
order to provide continuity with the other Estimates documents. Also 
included is an extract from Volume II of the Public Accounts provided as 
an aid in assessing the Program's financial performance over the past 
year. 


This document is designed to permit easy access to specific 
information that the reader may require. The table of contents provides 
a detailed guide to the contents of each section. In addition, 
references are made throughout the document to allow the reader to find 
more details on items of particular interest. 


Table of Gontents 


Extracts from Part II of the Estimates 


Extract from Volume II of the Public Accouwts 


Section I 


Program Overview 


A. Plans for 1986-87 


1. Highlights 
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2s Initiatives 
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Supplementary Infomation 


A. Analysis by Object 
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Expenditures by Object 
Personnel Expenditures 


B. Cost Analysis 


14 
15 
16 


Extracts fram Part II 
of the Estimates 


Appropriation Authority 


Authority is requested in these Estimates to spend $1,022,000 in support 
of the 1986-87 Restrictive Trade Practices Commission. The remaining 
expenditures estimated at $111,000 for cmtributions to employee benefit 
plans will be made under existing statutory authority. 


Financial Requirements by Authority 


Vote (thousands of dollars) 1986-87 1985-86 


Restrictive Trade Practices Commission 


15 Program expenditures 1,022 1,077 
(Ss) Contributions to employee benefit plans 111 117 
Total Program 1,133 1,194 


Votes -— Wording am Amounts 


Vote Department or agency 1986-87 
No. (dollars) Main Estimates 


Restrictive Trade Practices Commission 


5 Restrictive Trade Practices Commission - Program expenditures 1,022, 000 


Program by Activities 


(thousands of dollars) 1986-87 Main Estimates 1985-6 
Main 
Authorized Budgetary Total Estimates 
person- ce 
years Operating Capital 
Restrictive Trade 
Practices Commission 16 ees 2 L1s3s 1,194 
16 Mp akshl 2 Tess: 1,194 


1985-86 Authorized person-years 17 


fp 


Extract from Volume II 
of the Public Accounts 


Use of Appropriations for 1984-85 


Main Total Actial 
Estimates Appropriations Use 
a a re a er 


Budgetary $ $ $ 
vote 10 - Restrictive Trade Practices 
Commission = Program Expenditures ereeeceoe lL, 130, 000 abs 571, C00 1,278, 000 


Statutory - Contributions to Bnployee 
Benefit Plans e@eoeseeeeoeaeveeeeeeeeeeeeeeeeeee 104, 000 120, 000 120, 000 


Total Program ...cecccccccccesceees 1,234,000 1,691, COO 1,398, 000 
i 


Section I 
Program Overview 


A. Plans for 1986-87 
1. Highlights 


The Restrictive Trade Practices Cammission has established the following 
major goal for 1986-87: to cmtinue its primary endeavour, including the 
camsideration of applications or requests for inquiries subnitted by the 
Director of Investigation and Research, Consumer and Corporate Affairs 
Canada, hearing representations and making orders under Part IV.1 of the 
Combines Investigation Act, amd hearing any other matters with respect 
to applicatims. 


2. Financial Summary 


Figure 1: Financial Summary by Activity ($000) 


Estimates Forecast 
1986-87 1985-86 Change 
Restrictive Trade 
Practices Commission 1,133 1,539 (406 ) 
Person-years 16 19 (3) 


Explanation of Change: The financial requirements for 1986-87 are 26% or 
$406,000 lower than the 1985-86 forecast expenditures. This reduction 
reflects the following major items: 


e decrease of $225,000 and two person-years to 
reflect the additional resources approved for 
inclusion in the Supplementary Estimates 1985-86 


to canplete the Petroleum Inquiry ($225,000) 
& decrease in salaries and other operating costs 

related to the General Restraint Measures (and 

One person-year) amd other various changes ($236, 000 ) 


& increase in salaries am employee benefit plans 
due to inflation $55,000 
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Explanation of 1985-86 Forecast: The 1985-86 forecast (which is based on 
information available as at October 31, 1985) is $345,000 and two 
person-years higher than the 1985-86 Main Estimates of $1,194,000 (Ex- 
tracts fran Part II of the Estimates, page 4). The difference reflects 
additional resources requested to camplete the Petroleum Inquiry. 


B. Recent Perfomnance 
1. Highlights 


The Highlight of the Program's perfommance during 1984-85 was: A general 
inquiry was undertaken in July 1981 after receipt of a Statement of 
Evidence fran the Director of Investigatim and Research on "The State 
of Competition in the Canadian Petroleum Industry". During the fiscal 
year 1984-85 the hearings were canpleted but resumed in 1985-86. The 
Commission has heard the testimmy of over 200 witnesses during 200 days 
of hearings. The evidence now before the Cammissicm includes approxima- 
tely 50,000 pages of testimmy amd wer 1,800 exhibits involving about 
100,000 pages of material. 


The Cammission expects to submit its Report to the Minister before 
the end of fiscal year 1985-86. 


Pa Review of Financial Perfomance 


Figure 2: 1984-85 Financial Performance ($000) 


1984-85 
Main 
Actual Estimates Change 
Restrictive Trade 
Practices Commission 1,398 1 $234 (164) 
Person-years 20 ly, (3) 


Explanation of Ghange: After taking into account the Supplementary 
estimates of $441,000 and six person-years, the net expenditure lapse 
totalled $277,000 or 16.5% of the total budget. The difference results 
mainly of a saving of three person-years in the Petroleum Inquiry due to 
the canpletion of hearings during fiscal year 1984-85. The total cost 
of professional services fees was lower than anticipated due to the fact 
that hearings under Section 17 of the Act were substantially less than 
expected. 
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C. Background 
1. Introduction 


The Restrictive Trade Practices Commission is one part of the Canadian 
government's involvement in seeking to maintain competition in the 
marketplace. The reports of the Commission are not to be confused with 
the "statement. of evidence" submitted to the Commission by the Director 
of Investigation and Research. Only the Restrictive Trade Practices 
Commission issues reports to the Minister of Consumer and Corporate 
Affairs following Section 18 and Section 47 inquiries. The Commission 
reports to Parliament through the Minister, Consumer and Corporate 
Affairs. 


2. Legal Mandate 


The Restrictive Trade Practices Commission was created by an Act, to 
amend the Combines Investigation Act and the Criminal Code, which was 
given assent on July 4, 1952 and which was amended in 1976 to include 
Part IV.1 conferring a quasi-judicial function upon the Restrictive 
Trade Practices Commission, and for the purposes of that Part, made it a 
court of record. This Act provides for the division of the federal 
government's anti-combines activities between two bodies: the Director 
of Investigation and Research, Bureau of Competition Policy, Consumer 
and Corporate Affairs, and the Restrictive Trade Practices Commission. 
The Director appointed by the Governor in Council is directed to "... 
cause an inquiry to be made into all such matters as he considers 
necessary to inquire into with the view of determining the facts". The 
Commission is assigned the duty to... "make a report in writing and 
without delay transmit it to the Minister", after the proceedings 
specified in the Act have been completed. The Commission is also 
assigned the duty of receiving fran the Director and considering any 
statement of evidence on an inquiry, under specified sections of the 
Combines Investigation Act or of the Criminal Code. The Commission is 
then empowered to hold a hearing at which persons against whan the 
Director has made allegations must be allowed full opportunity to be 
heard in person or by counsel. 


In addition to duties under the Combines Investigation Act, the 


Commission has investigative responsibilities under the Shipping 
Conferences Exemption Act, 1979. 


3. Program Objective 
The objective of the Restrictive Trade Practices Commission is to prano- 


te the maintenance of free and open competitive conditions in Canada's 
market system and to eliminate certain practices in restraint of trade. 
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This includes the following: 


@ to contribute to the government's policy of ensuring that free 
and open competitive conditions are maintained in the market 
economy ; 


« to continue to act as a restraining influence mm some of the 
powers of the Director of Investigation and Research and 
ensure all parties receive fair hearing; and 


= to guarantee that the quasi-judicial functions of the Conmis- 
sion are carried out with the independence, neutrality and 
fairmmess that the public interest requires. 


4. Program Description 


The Restrictive Trade Practices Commission is one of two entities 
established by the Combines Investigation Act to carry on the federal 
government's anti-conbines work, the other being the Bureau of 
Competition Policy, Consumer and Corporate Affairs Canada. The 
functions of the Conmission are as follows: 


C) to order written returns of information, summon witnesses for 
examination and preside at hearings for the taking of evidence 
in inquiries conducted by the Director of Investigation and 
Research; 


& to act as an impartial tribunal in respect of allegations by 
the Director of Investigation and Research in a statement of 
evidence in an inquiry; 


® to appraise and report upon statements of evidence, relating 
to inquiries pursuant to Section 47 of the Combines Investiga- 
tion Act, transmitted to the Commission by the Director of 
Investigation and Research or the Minister; and 


& to hold hearings under Part IV.1 of the Act with respect to 
applications made by the Director of Investigation and Re- 
search. The Commission may make an order in the form applied 
for or with such modifications or amendments or in such other 
form as it deems necessary or may refuse to make an order. 
For the purposes of this Part, the Commission is a Court of 
Record. 


The purpose of Section 17 examinations is to enable the Director of 
Investigation and Research to secure such evidence and information as 
may assist him and, after he has considered such evidence in connection 
with any other evidence or information in his possession, to decide 
whether he should terminate an inquiry or continue it. If an inquiry 
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is continued, the Director must decide whether to have the matter taken 
before a court of appropriate jurisdiction, or brought before the 
Restrictive Trade Practices Commission. 


These hearings, normally held "in camera", are to be distinguished 
fran the hearings held before the full Commission at a later stage in an 
inquiry, after the Director of Investigation and Research has presented 
to the Commission either a statement of evidence containing allegations 
of infractions of the Combines Investigation Act or a statement of 
material asserting that there is a situation related to monopoly or 
restraint of trade. Such hearings before the full Commission may be 
held either in public or in private as the Chairman of the Commission 
decides. It has been usual for the hearings to be held in public. 


During most of the major inquiries, the Commission has held 
hearings in same of the largest cities across Canada. During the course 
of hearings, the Director of Investigation and Research represented by 
counsel and the other parties against wham allegations are made call 
witnesses to appear before Members of the Commission to give evidence. 
The Director and the other parties (through counsel) have the 
opportunity to question and cross-examine witnesses and to file exhibits 
in support of their evidence. Witnesses may also be asked questions by 
Members of the Commission. All of the evidence is recorded by court 
reporters and transcripts are prepared for the use of the Commission and 
the parties. Transcripts, files and exhibits are available to the 
public unless the hearings were held "in camera" or if the information 
is confidential. 


5. Program Organization for Delivery 


Activity Structure: The Commission has one activity which is the 
Restrictive Trade Practices Commission (RIPC). 


Organization Structure: The Commission consists of four members 
appointed by Order in Council for ten-year terms during good behaviour. 
One member is appointed Chairman and another may be appointed 
Vice-Chairman by the Governor in Council. Hearings may take place 
before the full Commission consisting of the Chairman, the Vice-Chaimman 
(where one appointed), and the two other members. It is not uncommon, 
however, for a hearing or part of one to take place before a panel of 
three members with either the Chairman, or the Vice-Chairman (where one 
appointed) presiding. Although the Conmission holds many of its 
hearings at its headquarters in Ottawa, the extensive nature of certain 
inquiries necessitates that it hold hearings elsewhere in Canada. 


The senior staff of the Commission consists of the Secretary/ 
Registrar, the Executive Assistant to the Chairman and Assistant Secre- 
tary to the Commission, a Senior Econamist, Econanist(s), and the Chief 
of Finance and Administration. 
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D. Planning Perspective and Performance Review 
1. Environment 


Legislation: As part of the continuing review of its legislation, 
Consumer and Corporate Affairs will be preparing for government 
consideration a number of bills, primarily to update existing 
legislation. One of these is a bill to amend the Combines Investigation 
Act and would change the mandate of this Commission. Depending on what 
other functions the new legislation gives the Commission, its workload 
may or may not be increased by these additional functions. 


Economic Conditions: The growing potential for restrictive trade prac- 
tices in the marketplace places an increasing importance on the Conmmis- 
sion's role. Participants in the marketplace look to government and the 
Commission to protect their economic interests and ensure that the mar- 
ket system is operating in an effective and equitable manner. 


Public Attitudes: The Canadian public is increasingly aware of the 
potential problems that can arise to maintain the working of a free 
market. With this awareness, Canadians are looking to the government to 
provide efficient safeguards on market operations. 


2. Initiatives 
The Commission has identified the following initiatives for 1986-87: 


Hearings under Section 17 - Cambines Investigation Act: It is expected 
that applications for hearings under Section 17 will increase in 1986-87 
due to the fact that the Director of Investigation and Research may rely 
more often on this section of the Act to gather evidence in lieu of 
undertaking searches under Section 10 of the Act which was declared of 
no effect by the Supreme Court of Canada decision given © September 17, 
1984 in the Southam Inc. case. It is sametimes necessary to hire the 
services of experienced hearing officers to meet the requirements, when 
members of the Conmission are required to hear other cases. 


Part IV.1 — Applications - Combines Investigation Act: Assuming that new 
legislation is not passed and that RIPC will proceed with the present 
one, it is expected that applications by the Director under Part IV.1 
will comtinue to be filed with this Commission. For the purposes of 
this Part, the Commission is a Court of Record and in his application 
the Director having made a request for an order against a supplier, a 
person or a company, the Commission, after affording everyone against 
whom an order is sought a reasonable opportunity to be heard, may make 
an order in the form applied for or with such modifications or amend- 
ments or in such other form as it deems necessary or may refuse to make 
any order. 
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Even if new legislation is passed amd there are changes in the 
functicos of the Cammissim, it is still envisaged that the RIPC will be 
called upon to undertake major new inquiries, similar to those presently 
required under Section 47. 


3. Update am Previously Feported Initiatives 
Please refer to the Recent Perfommance - Highlights section on page 7. 
4. Progrem Effectiveness 


The effectiveness of the program must be viewed in temns of its main 
objective, which is to pramote the maintenance of free and open campeti- 
tive conditios in Canada's market system and to eliminate certain prac 
tices in restraint of trade. To this end the Restrictive Trade Practi- 
ces Cammission has undertaken amd will camtinue to undertake inquiries 
or proceedings authorized under the Combines Investigation Act. Figure 
3 presents major inquiries or proceedings canpleted in the last five 
years. 


Figure 3: Major Inquiries or Proceedings of the Restrictive Trade 
Practices Gommission Over the Previous Five Years 


Inquiries or Proceedings 


Section 47 
Telecamunications Inquiry - 234 days of hearings 
1977 to 1981 - Part I of report to Minister 1981 
=CPartlLl iol are _ ~ 1982 
=(Part, PDitotse <1 “ 1983 
Petroleum Industry 1981 - 200 days of hearings 
(Hearings began on - Report to be submitted to the 
October 19, 1981) Minister before the end of 
fiscal year 1985-86 
Part IV.1 
Director of Investigation amd - 26 days of hearings 
Research and BBM Bureau of - Decisim and order of RIPC 
Measurement December 1981 (Appealed in 


(Application filed 21/08/79) Federal Court, Section 28, 
application dismissed) 
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Application by Director of - 2 days of hearings 

Investigation and Research re - M March 15, 1984, the Director 

Astral et al (Movie industry) filed an interim report to the 

(Application filed 22/12/82) Camission. On July 31, 1984, the 
Director filed a final report to 
the Commission. Director's appli- 
cation withdrawn in view of agree- 
ment between distributors and 


viewers. 
Application by Director of - Application at the preliminary 
Investigatio and Research stage. 
re Broadcast News Ltd 
(Application filed 25/10/85) 
Canada Corporations Act 
Section 114 
Director of Investigatio and - 33 days of hearings 
Research and Javelin - Report sent to Minister 
International Limited September 26, 1983 (Report quashed 


by decision of Federal Court Ap- 
peal Division dated June 3, 1985) 

- Appeal to Supreme Court of Canada 
refused. 


ene LUE NESSES SaE SESS 


Ba Resource Justification 


The Cammission's work depends on the new legislation (Canbines Investi- 
gation Act) as well as initiatives taken by the Director of Investiga— 
tion and Research or the Minister, and thus is relatively nom 
discretionary. However it is difficult if not impossible at this time 
to predict what will be the workload in this area before the Carmmission 
in the year 1986-87. Amendments to Competition legislation could 
broaden or narrow the Camission's mandate and its need for resources 
but it is premature to estimate these requirements at this stage. The 
Camission will seek to maintain its objective with a minimum permanent 
structure, and adding temporary or term resources as required. However, 
details on the initiatives for 1986-87 are provided in Planning Perspec~ 
tive amd Performance Review - Initiatives section m page ll. 
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Section II 

Supplementary Infomation 
A. Analysis by Object 

1. Expenditures by Object 


Figure 4: Expenditures by Object ($000) 


Estimates Forecast Actual 
1986-87 1985-86* 1984-85 
Personnel 
Salaries and wages 795 914 8él 
Contributions to employee 
benefit plans 111 127 120 
906 1,041 981 
Goods amd Services 
Travel and renoval 5 5 ) 
Other transportation and 
canmunication 17 24 24 
Infomation 8 85 8 
Professional and special 
services 168 354 320 
Rental 10 10 6 
Purchased repair and upkeep 2 Z 3 
Utilities, materials amd 
supplies 14 14 38 
Other expenditures 1 2 3 
225 4% 411 
Total operating 1,131 oon u lps’ Y 
Capital 2 2 6 
Total expenditures 1,133 1539 1,398 


* The 1985-86 forecast is based q@m infommnation available as at 
October 31, 1985. 
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2. Personnel Expenditures 

The Restrictive Trade Practices Cammissio is a labour-intensive 
organization. Personnel costs (including statutory contributions to 
employee benefit plans) cmstitute 80% of the total operating costs. 


Figure 5: Person-Year Requirements by Activity 


Estimates Forecast Actual 
1986-87 1985-86* 1984-85 
Restrictive Trade 
Practices Commission 16 19 20 


* The 1985-86 forecast is based on information available as at 
October 31, 1985. 


Figure 6: Authorized Person-Years and Salary Provision 


ee 


Authorized 1986-87 
Person-Years Current Average 
Salary Salary 
86-87 85-86 84-85 Range Provision 
aia Bee Eee 
Management 4 4 4 50,350 — 96, 300 80, 280 
Scientific and 
Professional, 
Administrative am 
Foreign Service 4 6 7 13,609 — 68,070 49,135 
Administrative Support, 
Operational 8 9 1 12,636 — 40,676 25,110 


i 


Note: The person-year columns display the forecast distribution of the 
authorized person-years for the Program by occupational group. The cur- 
rent salary range column shows the salary ranges by occupational group 
at October 31, 1985. The average salary column reflects the estimated 
base salary costs including allowance for collective agreements, annual 
increments, pranotions amd merit pay divided by the person-years for the 
occupational group. Year-to-year camparison of averages may be affected 
by changes in the distribution of the canponents underlying the calcula 
tics. 
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B. Ost Analysis 


Net Program Cost: The Restrictive Trade Practices Gmmission's 1986-87 
Estimates inclwe only authorities to be voted am statutory authori- 
ties. Other itens must be considered to ascertain the net cost of the 
Program. These other items are services provided without charge by 
other government departments. 


Figure 7: Net Ost of Program ($000) 


1986-87 1985-86 
Operating Expenditures 1,133 1,194 
Add - Other Goverrment Department Oosts 
Public Works Canada 
Accommodation 160 176 
Supply and Services Canada 
Cheque Issue Services and others 3 2 
Employer's share of Insurance 
Preniuns 14 11 
177 189 
Net Ost 1,310 1, 383 
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Expenditure Plan 


The Estimates Documents 


The Estimates of the Government of Canada are structured 
in three Parts. Beginning with an overview of total govern- 
ment spending in Part I, the documents become increas- 
ingly more specific. Part II outlines spending according to 
departments, agencies and programs and contains the 
proposed wording of the conditions governing spending 
which Parliament will be asked to approve. The Part III 
documents provide additional detail on each department 
and its programs primarily in terms of the results expected 
for the money spent. 

Instructions for obtaining each volume can be found on 
the order form enclosed with part II. 
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Available in Canada through 
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1986-87 Estimates 


Part III 


Revenue Canada 
Customs and Excise 


Preface 


This Expenditure Plan is designed to be used as a reference document and 
as such contains several levels of detail to respond to the various 
needs of its audience. 


The Plan is divided into three sections. Section I presents an overview 
of the departmental program including a summary of its current plan and 
performance. Section II identifies, for each activity, the expected 
results and other key performance information that form the basis for 
the resources requested. Section III provides further information on 
costs and resources as well as analyses that the reader may require to 
understand the program more fully. 


Section I is preceded by extracts from Part II of the Estimates so that 
there is continuity with the other Estimates documents. Also included 
are extracts from Volume II of the Public Accounts which are provided as 
an aid in assessing the program's financial performance over the past 
year. 


This document is designed to permit easy access to specific 
information that the reader may require. The table of contents provides 
a detailed guide to the contents of each section. The financial summary 
in Section I provides cross references to information found in Section 
II. In addition, references are made throughout the document to provide 
the reader with more detail on items of particular interest. 
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Extracts from Part II 
of the Estimates 


Appropriation Authority 


Authority is requested in these Estimates to spend $406,419,000 in sup- 
port of Customs and Excise for 1986-87. The remaining expenditures, 
estimated at $45,401,000 for the Minister salary and motor car allowance 
and contributions to Employee Benefit Plans, will be made under existing 
statutory authority. 


Financial Requirements by Authority 


Vote (thousands of dollars) 1986-1987 1985-1986 
Main Estimates Main Estimates 


Customs and Excise 


1 Operating expenditures 386, 541 359,926 
5 Capital expenditures 19,878 14,380 
(S) Minister of National Revenue - 

Salary and Motor Car allowance 40 42 
(S) Contributions to Employee 

Benefit Plans 45,361 43,278 


Total Program 451,820 417,626 


Votes -— Wording and Amounts 


Vote Department or Agency 1986-87 
No. (dollars) Main Estimates 


National Revenue 
Customs and Excise 


— 


Customs and Excise - Operating Expenditures 386, 541,000 
5) Customs and Excise - Capital Expenditures 19,878,000 


Extracts from Part II 
of the Estimates 


Program by Activities 


(thousands 1986-87 Main Estimates 1985-86 
of dollars) Authorized Budgetary Total Main 
person-years Operating Capital Estimates 

Excise 1,596 73,066 ST, 73,643 68,461 

Customs 7,607 300 , 292 5,479 305,771 287,924 

Corporate 

Administration 842 58 , 584 13,022 72,406 61,241 
10,045 431,942 19,878 451,820 417,626 


1985-86 Authorized 
person-years 10,148 


Extracts from Volume II 
of the Public Accounts 


Use of Appropriations for 1984-85 


(dollars) Main Total Actual 
Estimates Appropriations Use 
Voted Budgetary Expenditures 360,132,500 368,260,900 363,547,378 


Statutory Budgetary Expenditures 
Minister of National Revenue - 


Salary and Motor Car Allowance 40,500 41,974 41,974 
Contributions to Employee 
Benefit Plans 39,008 , 000 44,953,000 44,953,000 


39,048,500 44,994,974 44,994,974 
See... EE A 


Total Program 399,181,000 413,255,874 408,542,352 


ae .._. _ ee 
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Section I 
Program Overview 


A. Plans for 1986-87 
1. Highlights 


; The Department will implement the first phase of the five-year 
downsizing plan which was developed in response to the May 
1985 Budget. 


A It is anticipated that the provisions of the new Customs Act 
will be implemented in 1986-87. 


° The conversion of the Customs Tariff to the language of the 
Harmonized System and the installation of related automated 
systems will continue. 


° The automation of data collection, manipulation and access 
inherent in the New Customs Commercial System will continue 
during 1986-87. 


° The first phase of the Postal Improvement Plan designed to 
improve the efficiency and effectiveness of handling dutiable 
mail will be implemented during 1986-87. 


° The Export Control System designed to prevent illegal ex- 
portations of western technology to embargoed countries will 
continue to operate during 1986-87. 


° The Narcotics Interdiction Program which targets courier and 
commercial shipments suspected of involvement in the 


importation of narcotics will continue to be emphasized. 


‘ Administration of the Gasoline and Diesel Fuel Tax Rebate Pro- 
gram will continue throughout 1986-87. 
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2. Financial Summary by Activity 


Figure 1: Financial Summary by Activity ($000) 


Estimates Forecast For Details 
1986-87 1985-86 Change See Page 
Excise 73,643 72,984 659 22 
Customs 505 odd L 292,288 13,483 28 
Corporate Administration 72,406 60,411 11,995 36 
451,820 425,683 Zoos, 
Authorized person-years 10,045 10,267 (222) 


Explanation of 1985-86 Forecast: The 1985-86 expenditure forecast (as 
at December 1985) exceeds the 1985-86 Main Estimates by $8.0 million. 
This difference is mainly due to the costs of the Harmonized System and 
administration of the Gasoline and Diesel Fuel Tax Rebate Program. 


Explanation of the difference between the 1986-87 Main Estimates and the 
1985-86 Forecast: The estimated expenditures for 1986-87 Main Estimates 
exceed the 1985-86 forecast by $26.1 million (6.1%). This results from 

an increase in personnel costs of $12.2 million, an increase in operat- 

ing and maintenance costs of $5.0 million as well as an increase of $8.9 
million in capital costs (see page 39). Details on change items can be 

found in section 2. 


Figures 2 and 3 illustrate the departmental resource distribution 
for 1986-87. 


Figure 2: Person-Years Figure 3: Gross Expenditures 
by Activity 1986-87 by Category 1986-87 


Customs 75.7% Personnel 82.3% 


Corp. Admin. 8.3% Capital 4.2% 


Excise 16% Operating Cost 15.5% 
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B. Recent Performance 
1. Highlights 


° The new valuation provisions developed in accordance with the 
agreement on customs valuation signed by Canada in 1979 during 
the Multilateral Trade Negotiations were implemented on 
January 1, 1985. 


° The provisions of the Special Import Measures Act (SIMA) were 
first applied during 1985-86. 


: The administration of the Customs and Excise Offshore 
Application Act, which extended Customs jurisdiction to the 
200 mile limit, became fully operational during 1985-86. 


° The Gasoline and Diesel Fuel Tax Rebate Program, resulting 
from Bill C-17, became operational in 1985-86, 


: The Narcotics Interdiction Program increased narcotics 
seizures by 24% in 1984-85. 


2. Review of Financial Performance 


Figure 4: Review of 1984-85 Financial Performance by Activity 


($000) 
a 
1984-85 
Main 
Actual Estimates Change 
a 
Excise 66,164 65,228 936 
Customs 283,375 281,441 1,934 
Corporate Administration 59,003 a25512 6,491 
ee ee eee eee 
408 , 542 399,181 9,361 


OO 


Explanation of Change: Actual expenditures exceeded the original Main 
Estimates by $9.4 million or 2.3%. Additional resources were received 
through Supplementary Estimates to cover the following: workload for 
Excise programs resulting from new legislation; the Excise Fuel Tax 
Rebate Program; and, the Harmonized System project (see also sections II 
and III for past financial performance by activity). 
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C. Background 
ve Introduction 


The Department of National Revenue, Customs and Excise consists of one 
program headed by a deputy minister who reports to the Minister of 
National Revenue. 


The Department's mission is to achieve compliance with all 
legislation for which it has administrative responsibility in an 
efficient and responsive manner. In fulfilling this mission, Customs 
and Excise collects duties and taxes, controls the movement of people, 
goods and conveyances entering or leaving Canada and protects Canadian 
industry from unfair foreign competition. Customs and Excise strives to 
continuously project a public image that is positive, fair, unbiased and 
responsive to the needs of its international and domestic clients. 


Customs and Excise plays an important role in implementing the 
Government's socio-economic policies. For instance, the Department is 
responsible for providing an initial screening process at points of 
entry. This process results in potentially dangerous or unwanted 
visitors being referred to Immigration authorities and helps in 
controlling prohibited importations such as firearms, narcotics and 
pornographic material. 


In the area of economic policy, the Department is involved in 
implementing Canada's Multilateral Trade Agreements under the General 
Agreement on Tariffs and Trade (GATT). Domestically, Customs and Excise 
is called upon to support the Government's fiscal plans by administering 
the tax laws falling within its jurisdiction and to protect Canadian 
industry from injurious competition from foreign sources. 


The Department's approach to conducting its business operations is 
outlined in its Statement of Operating Principles. The statement is a 
summary of the corporate philosophy intended to guide management and 
employees in carrying on everyday business activities. The goals, 
strategies and plans adopted in future years will reinforce the depart- 
mental philosophy contained in the statement. The Statement of 
Operating Principles is presented in Section III. 


2 Legal Mandate 


The Department of National Revenue Act charges Customs and Excise with 
the responsibility for “the control, regulation, management and super- 
vision of duties of Customs and Excise including taxes imposed by the 
Excise Tax Act." The Minister of National Revenue is responsible for 
administering the Customs Act. Other major statutes included in the 
legal mandate of Customs and Excise are the Customs Tariff, the Special 
Import Measures Act, the Excise Act and the Excise Tax Act, all of which 
are the legislative responsibility of the Minister of Finance. 
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Customs and Excise also administers some 60 pieces of legislation 
on behalf of other departments, notably, Agriculture, Health and 
Welfare, Consumer and Corporate Affairs, Regional Industrial Expansion, 
Statistics Canada and Employment and Immigration Canada. Acts 
administered in whole or in part by Customs and Excise are presented in 
Section III. 


3. Program Objective 


The Customs and Excise objective is “to ensure that all duties, taxes 
and other relevant charges and levies are assessed, collected and where 
appropriate, refunded; to control, for the protection of Canadian 
industry and society, the movement of people, goods and conveyances 
entering or leaving Canada as required to achieve compliance with 
legislation; to protect Canadian industry from real or potential injury 
caused by the actual or contemplated importation of dumped or subsidized 
goods, as well as by other forms of unfair foreign competition.” 


4. Program Organization for Delivery 
Activity Structure: The Customs and Excise Program consists of three 


activities: Excise, Customs and Corporate Administration. Figure 5 
illustrates the activity structure and related sub-activities. 


Figure 5: Activity Structure 


CUSTOMS & EXCISE 
PROGRAM 


CORPORATE 
ADMINISTRATION 


TAX INTERPRETATIONS PORT OPERATIONS CORPORATE MANAGEMED 
REVENUE COLLEC1IONS REGIONAL APPRAISAL PERSONNEL 
AND ADJUSTMENT ADMINISTRATION 


VERIFICATION AND 
ENFORCEMENT INTERPRETATIVE AUDIT AND EVALUATIC 


EXCISE DUTY 


APPEALS 


POLICY AND SYSTEMS 


PROGRAM MANAGEMENT 
AND SUPPORT 
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POLICY DETERMINA- 
TION AND APPEALS 


PROGRAM DEVELOPMENT 
AND SYSTEMS 
MAINTENANCE 


PROGRAM MANAGEMENT 
AND SUPPORT 


PUBLIC RELATIONS 


EXECUTIVE 


While the Excise and Customs activities support the same program 
objective, each is viewed as a distinct business entity. Each activity 
is responsible for different legislation and generally deals with a 
different clientele. For instance, the Excise activity administers the 
Excise Act and the Excise Tax Act which affect licensed manufacturers 
and wholesalers, distillers, brewers, tobacco manufacturers, etc. The 
Customs activity administers the Customs Tariff, the Customs Act and the 
Special Import Measures Act and deals mainly with Canadian and inter- 
national travellers, Canadian manufacturers, importers and exporters, 
etc. The Corporate Administration activity includes the central 
administrative and functional services necessary to effectively and 
efficiently support the Excise and Customs activities. 


Organization Structure: Customs and Excise activities are delivered 
through central headquarters in Ottawa and in regional/district offices 
and facilities across Canada. The organization corresponds to the 
activity structure, i.e. Excise, Customs and Corporate Administration. 
Its senior management cadre consists of four assistant deputy ministers, 
two directors general and two directors who report to the Deputy 
Minister. 


The Excise function is headed by an assistant deputy minister and 
consists of 9 regional and 24 district and sub-district offices in 
addition to headquarters in Ottawa. The Excise operation collects about 
$12 billion in revenue annually and accounts for approximately 1,596 
person-years. 


The Customs function is performed by the Customs Programs Branch 
and Customs Field Operations Branch, each of which is headed by an 
assistant deputy minister. This activity is administered through 12 
regions providing service to the public in over 600 locations across the 
country in addition to headquarters in Ottawa. 


The staff of the Customs Program Branch (approximately 6/77 person- 
years) is located in Ottawa except for a small number of foreign 
officers involved primarily in investigative functions in foreign 
countries. The Field Operations Branch includes regional Customs 
operations which account for approximately 6,930 person-years. The 
Branch collects over $5 billion annually in import duties and taxes. 


The Corporate Administration function consists of Corporate 
Management Branch, headed by an assistant deputy minister; Personnel 
Administration Branch and Audit and Evaluation Branch, each of which is 
headed by a director general; Public Relations Branch and the Depart~ 
mental and International Affairs Division, each headed by a director; 
and, the Executive Office. These organizations are located primarily at 
headquarters in Ottawa and account for approximately 842 person-years. 
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The relationship between the departmental organization structure 
and the activity structure, together with a breakdown of 1986-87 
resources, is shown in Figure 6. 


Figure 6: 1986-87 Resources by Organization/Activity ($000) 


MINISTER 
NATLONAL REVENUE 
DEPUTY MINISTER 
CUSTOMS AND EXCISE 
CORPORATE 
EXCISE CUSTOMS ADMINIS-~ 
TRATION 
DG 
ADM ADM AUM ADM DG AUDIT DIR ACTIVITY 
FIELD CUSTOMS CORPORATE PEKSONNEL AND PUBLIC EXECUTIVE TOTAL 
EXCISE OPLKAT LONS PROGRAMS MANAGEMENT ADMIN EVALUATION RELATIONS 
——— ss | 


$ (000) $(0U0) $(000) $(000) $(000) $ (000) $(000) $(000) — $(000) 
EXCISE 73,643 73,643 
CUSTOMS 266,195 39,576 305,771 


CORPORATE 
ADMIN 47,546 13,053 4,606 1,568 5,633 72,406 


IGE 


TOTAL 
EXPENDITURES 73,643 200,195 39,576 47,546 13,053 4,606 1,568 5,633 451,820 


1 


7, 


P=¥ 


»59 


60 


84 


PERSON-YEARS 1,596 6,930 677 476 223 68 14 61 10,04 


D. Planning Perspective and Performance Review 


| Environment 


The Department continues to face a period of significant environmental 
change. The following key factors will particularly affect Customs and 
Excise over the next five years. 


Economic Conditions and Workload: Changes in economic and business 
conditions have a marked effect on the behaviour of the travelling, 
importing and exporting publics served by the Department and pose a 
challenge to the Department's ability to deploy resources efficiently 
and effectively. 
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Economic conditions are stabilizing after years of rapid and marked 
changes in the rate of inflation, the level of interest rates and the 
value of the Canadian dollar in terms of other major currencies. It is 
anticipated the value of merchandise imports and exports will increase 
by about 20% and 12% respectively over the 1985-1990 period. New 
international agreements and arrangements may alter this outlook and the 
departmental activities related to it. 


As a consequence, workload for the period 1985-1990 is expected to 
increase by about 54 in the case of Customs and 10% in the case of 
Excise. Workload related to the processing of international travellers 
in particular will increase primarily due to U.S. visitors benefitting 
from a favourable exchange rate and coming to visit special events such 
as Expo '86 in Vancouver and the 1988 Winter Olympic Games in Calgary. 
Handling the growth in workload will pose a major challenge in this 
period of restraint and sensitivity. 


Government Policy Decisions: The most important government policy 
decisions affecting the operations of Customs and Excise in years to 
come include the following: 


- tax changes included in the May 1985 Federal Budget which 
increase the number of Excise licensees by approximately 5,000 
(see page 25); 

. passage of the new Customs Act (see page 15); 

- ongoing government efforts to reduce the federal deficit over 
the next five years in the form of person-year and cost 
reductions (see page 14); 

. improving service to client groups (see page 16); 

. adoption of the Harmonized System of commodity coding (see page 
Lis 


The extent to which the Department is involved will vary from 
ongoing support for some of these policy decisions to the actual imple- 
mentation and enforcement of others. 


Technological Changes: Over the next few years, major technological 
changes in departmental operations, systems and procedures will enable 
the Department to respond more rapidly, effectively and with increased 
sensitivity to public needs. As these changes take place in both the 
Customs and the Excise activities, the Department's ability to adjust 
rapidly to economic and business conditions will be enhanced and overall 
program effectiveness will improve. The Department's implementation of 
many technological changes will be complicated by other changes taking 
place at the same time as a result of other government policy decisions. 
| 


Specific departmental initiatives related to technological changes 
are described on pages 16-18. 
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2. New Initiatives 


Customs and Excise will begin or pursue the following initiatives in 
1986-87: 


Person-Year Reduction Measures: In response to the Government's request 
for the reduction of person-years in the public service, Customs and 
Excise has developed a downsizing plan which will yield major savings 
over the next five years. The plan is composed of ten reduction 
measures, three of which were previously announced in November 1984. 
Resource savings will result from streamlining some operations and 
discontinuing others. The Program Plan which reflects the downsizing 
plan shows a 1990-91 program level of 9,308 person-years as compared 
with the 1985-86 forecast level of 10,267 person-years. In the plan, 
emphasis has been placed on ensuring that the objectives are achieved 
without reducing government revenues, service levels or the safety and 
security of the Canadian public. Five measures will impact on the 
1986-87 estimates (see pages 27, 34, 35, 38). 


CCC Plenary Sessions: The Customs Cooperation Council (CCC) is an 
international body which deals with technical Customs-related matters 
with a view to facilitating international trade. Customs will host the 
1987 CCC plenary session in Ottawa and the related Policy Commission 
meetings in Quebec City. These meetings, to be held in June 1987, have 
never before been held in North America. It is expected that 75 member 
countries will be represented. Six person-years and $273,000 will be 
expended in 1985-86 for planning and arrangements. Requirements for 
1986-87 are estimated at seven person-years and $376,000 (see page 38). 


Export Control Enforcement Program: This program will respond to 
Canada's commitments to the Coordinating Committee on Multilateral 
Export Control (COCOM) to prevent the export of sensitive western 
technology to embargoed countries. Specialized intelligence officers 
and enforcement teams will be based at each of four key areas, i.e. 
Montreal, Toronto, Halifax and Vancouver. Resources required for 
1985-86 are estimated at 28 person-years and $1.5 million. Twenty-eight 
person-years and $1.1 million will be required in 1986-87 and in 
subsequent years (see page 34). 


Inspection Services Information System (ISIS): ISIS is being developed 
to meet the information needs of Customs inspectors at primary and 
secondary examination points and will help Customs inspectors carry out 
their enforcement duties more effectively. The Department is 
considering implementing an on-line enquiry system on a pilot basis at 
Pearson International Airport in February 1986. Planning and initiation 
of the pilot system (if implemented) will require six person-years and 
$323,000 in 1985-86. Five person-years and $344,500 will be required in 
1986-87 to evaluate the pilot and plan for national implementation (see 
page 35). 
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3. Update of Previously Reported Initiatives 


Customs and Excise is still engaged in a number of initiatives described 
in previous expenditure plans. Updates on these initiatives are pro- 
vided below. 


Initiatives Related to Government Policy Decisions: 


The New Customs Act: The Customs Act has been revised to eliminate 
obsolete and inconsistent provisions and to express the statute in a 
logical sequence. It is anticipated that it will be passed by 
Parliament in 1985-86 and implemented in 1986-87. 


New Valuation Provisions: In 1979, Canada signed the inter- 
national agreement on Customs Valuation which was negotiated during the 
Multilateral Trade Negotiations. The new Valuation Provisions were 
implemented as of January 1, 1985. The actual cost for 1984-85 was 21 
person-years and $.7 million. The total project cost was 77 person- 
years and $2.6 million. 


Harmonized System: The Harmonized System will be the basis for 
the classification of goods for Customs Tariff and trade statistics 
purposes. The proposed implementation date of January 1, 1987 has been 
changed because of the slower than anticipated progress of the 
international negotiations. Until such time as these negotiations have 
been completed, it will not be possible to set a firm implementation 
date. The Department is continuing to convert the Customs Tariff to the 
language of the Harmonized System and to develop the automated systems 
required to support the Harmonized System. Preparation of training 
courses and public information packages is underway. The actual cost 
for 1984-85 was 38 person-years and $4.4 million. Resource requirements 
for 1985-86 have been revised to 51 person-years and $11.5 million. 
Resource requirements for 1986-87 are 96 person-years and $18.3 million 
(see page 34). 


Duty Free Shops: A pilot program for land border duty free shops 
was initiated in 1981. Since the Minister announced a phased national 
implementation of the Duty Free Shop program in June 1984, ten shops 
have been opened. Seven more will be operational by March 1986. There 
are approximately 20 sites remaining for which arrangements have to be 
finalized. Full national implementation is expected before the end of 
1986-87. The actual cost for 1984-85 was 4 person-years and $342,000. 
Expenditures for 1985-86 have been revised to 8 person-years and 
$590,000 to reflect costs associated with the selection process. An 
estimated 8 person-years and $659,000 will be required for 1986-87 (see 
page 35). 


The Gasoline and Diesel Fuel Sales Tax Rebate Program: This 
program became effective on December 1, 1984 and is now fully 
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operational. It is expected that 500,000 rebate claims will be proces- 
sed in 1985-86. The program is scheduled to end as of January 1, 1987. 
Eligible claimants will have until January 1, 1988 to file for rebates 
under the program. Estimated cost for 1985-86 is 103 person-years and 
$4.2 million. Expenditures for 1986-87 are estimated at 75 person-years 
and $2.8 million (see page 27). 


The Excise Appeals System: This system was again introduced on May 
23, 1985 in the Ways and Means Motion which set out general provisions 
for the introduction of an expanded system of assessments and appeals 
under the Excise Tax Act. Once Royal assent is received, Excise will 
implement and maintain a structured appeal mechanism by which all tax- 
payers' appeals respecting audit assessments and tax refunds will be 
resolved expeditiously and equitably to the extent permitted by law. 
Estimated cost for 1985-86 will be 11 person-years and $622,000. Annual 
expenditures beyond 1985-86 are estimated at 10 person-years and 
$575,000 (see page 27). 


1985-86 Cost Reduction Initiatives: In its 1985-86 Main Estimates, 
Customs and Excise undertook to close three Excise offices and seventeen 
small inland Customs ports, to limit the use of bonded warehouses and to 
eliminate Mobile Surveillance Groups. With respect to bonded ware- 
houses, a decision was made to maintain existing service levels on a 
cost-recovery basis, effective April 1, 1985. The remaining initiatives 
were completed as planned, thus reducing the 1985-86 and future years' 
reference levels by 75 person-years. 


Initiatives Related to Technological Changes: 


New Customs Commercial System (NCCS): The NCCS will reduce costs 
to Customs and Excise and the private sector through the automation of 
data collection, manipulation and access. Certain features of the NCCS, 
such as entry selection, amendment processing and information retrieval, 
are being developed by the Harmonized System project in order to support 
the adoption and administration of the Harmonized System. Other 
features are being developed through the following three projects: 


: Customs Automated Data Exchange (CADEX) Project: Procedures 
developed in this project will reduce processing costs for 
Customs and the private sector by permitting data to be 
transferred directly from computers of importers and brokers 
to Customs computers. Computer-to-computer transmission is a 
component of the Data Capture Cost Reduction Initiative. The 
CADEX project will permit the Department to reduce its O&M 
expenditures on data entry operations. Costs for the CADEX 
project are 3 person-years and $105,000 for 1985-86 (to define 
the specifications of the system). Expenditures for 1986-87 
are estimated at 9 person-years and $580,000. 
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. Conditional Release Project: The Conditional Release system 
will permit approved importers to have their shipments cleared 
through Customs on presentation of minimum documentation. 
Customs inspectors will have access to on-line automated 
profile information on importers and commodities allowing them 
to focus on high risk shipments. This project has been 
identified as a cost reduction initiative as it will 
significantly reduce paper burden, allow for productivity 
improvement and provide significant benefits to the private 
sector. Eighteen person-years and $960,000 were expended in 
1984-85. Approximately 7 person-years and $484,000 will be 
required for 1985-86 to begin the release on minimum 
documentation (RMD) field test and to redevelop the national 
RMD system. The revision of the 1985-86 forecast results from 
postponing of the evaluation of the pilot to 1986-87. An 
estimated 23 person-years and $1.8 million will be required 
for 1986-87 (see page 34). 


: ALERT Project: The ALERT (Automated Lookout Enquiry and 
Report) system consists of an automated selection process for 
entries and an on-line information and document retrieval 
system. ALERT is operating in the Alberta region and is being 
evaluated using a two-phased approach. The Phase I evaluation 
is now scheduled for completion by March 1986 and the second 
phase is projected to be completed by November 1986. The 
1984-85 actual expenditure is 47 person-years and $4.4 
million. The 1985-86 resource requirements have been revised 
to 23 person-years and $1.5 million because most of the work 
related to Phase II of the evaluation will now be done in 
1986-87. An estimated 18 person-years and $1.2 million will 
be required for 1986-87 (see page 34). 


Clientele Profile System (CPS): The Excise Clientele Profile 
System involves an automated database which will provide detailed 
information on the taxpayer clientele. The three functions comprising 
the system are audit planning, revenue accounting and audit refund 
operations. Implementation of the system on a pilot basis began in July 
1985. The pilot phase of CPS will be completed by March 1986. 
Evaluation of the pilot is scheduled for completion by June 1986. 


Total costs for 1984-85 were 10 person-years and $3.3 million. 
Expenditures for 1985-86 will amount to 16 person-years and S250 misle, 
lion. Resource requirements for 1986-87 to complete the evaluation of 
the pilot system are 5 person-years and $800,000. Activities in support 
of national implementation will be commenced during 1986-87 in 
accordance with the results of the evaluation of the pilot (see page 
27 is 


Office Automation Field Trial: The study's objective is to deter- 


mine the feasibility of using office communication technology in a 
variety of office functions. This field trial was conducted in three 
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phases. Phase I, which took place in 1983-84, consisted of a needs 
analysis and development of a prototype system which was put into place 
to serve 100 people in Headquarters and Excise Toronto Region. 


Phase II, the system trial which is the first part of the pilot 
phase, is now complete and has been evaluated. Excise has developed a 
strategy for national implementation within the Branch (Phase III). 
Implementation of the office automation strategy will be a major factor 
in achieving the long-term cost reductions planned for the Excise 
activity. The 1984-85 actual costs were 2 person-years and $120,000. 
Two person-years and $555,000 will be required for 1985-86 to conclude 
the pilot phase and to launch national implementation. An estimated 6 
person-years and $615,000 will be required for 1986-87 to continue the 
national implementation (see page 27). 


Personal Alarm Security System (PASS): PASS is being developed to 
improve the safety and security of Customs inspectors working in 
isolation at major ports or alone at remote locations. The Windsor and 
Dundee/Lacolle area pilots have now been implemented. Evaluation of the 
system at the pilot sites has been rescheduled to March 1986 due to late 
delivery of equipment from the manufacturer. If the system receives a 
positive evaluation, it will be implemented nationally at the remaining 
ports on the Canada-U.S. border. Total expenditures for 1984-85 were 
5 person-years and $1.5 million. Expenditures in 1985-86 will amount to 
6 person-years and $2.7 million. Resource requirements for 1986-87 to 
undertake national implementation will be 6 person-years and $8.4 
million (see pages 34, 38). 


Other Initiatives: 


Management Improvement Plan (MIP): The MIP was initiated in 
October 1980 as the Department's action plan to improve its management 
practices and controls. The MIP was completed as of March 31, 1985 at a 
cost of 2/6 person-years and $2,941,000. Several developmental 
initiatives begun under MIP continue to be developed. Foremost amongst 
these is the national implementation of an automated Financial 
Expenditure Control System (FECS) to be initiated in January 1986 and 
completed in June 1986 (see page 38). 


EXPO '86: In 1986, Vancouver will host a world exposition 
acknowledging achievements in transportation and communication. It is 
estimated that between 2.6 million and 3.8 million additional inter- 
national travellers will visit Canada to attend Expo '86. To date, 

Expo '86 activities by the Department have included the appointment of a 
full-time departmental co-ordinator, renovation of Customs facilities to 
increase passenger capacity at Pacific Highway, Vancouver International 
Airport and the Canada Place Cruise Ship Terminal and the refinement of 
the Customs process to expedite the clearance of travellers and certain 
goods. Expenditures for 1985-86 will amount to 5 person-years and 
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$208,000. Estimated costs for 1986-87 are 56 person-years and $1.2 
million (see page 34). 


Affirmative Action Program: Following an intensive study of its 
workforce and employment policies, practices, systems and procedures, 
Customs and Excise has prepared a detailed action plan to implement its 
Affirmative Action Program for the three-year period beginning April l, 
1985. The Affirmative Action Plan is designed to remove barriers 
affecting the careers of women, handicapped and indigenous employees. 
i person-years and $274,000 will be required for 1986-87 (see page 
38). 


Human Resources Information System (HRIS): The present Manpower 
Resources System (MRS) is being restructured and expanded to provide all 
levels of departmental management with more comprehensive, accurate and 
timely information with respect to Human Resources. In addition to 
information on departmental positions and incumbents and budgetary data, 
a leave and extra duty component and a training module will be included 
in the system. The restructuring and expansion will also provide for an 
on-line entry and retrieval capability for users at Headquarters and in 
the Regions. Four person-years and $1,287,000 will be required for 
1986-87 (see page 38). 


4. Program Effectiveness 


In the context of the Canadian tax administration system which is based 
on self-assessment, the Department's strategy for achieving its program 
objective is to facilitate voluntary compliance. As a result, the 
quality and expediency of information provided to clients and the inter- 
action between departmental employees and clients are important factors 
for meeting the Department's program objective. A program evaluation 
study to evaluate the effectiveness of the Department's communications 
systems was completed in 1985-86. The study focused on the responsive- 
ness of the Department's systems to the needs of external clients and 
its own staff. The study concluded that the Department's external 
communications are generally effective. The great majority of clients 
believe that Customs and Excise does a fairly good job of getting 
technical information to them, albeit with occasional problems of time- 
liness. However, shortcomings were identified in the planning of 
external communications and in the delivery of general information about 
the Department's role in protecting society. Internal communications 
programs for technical information were found to be effective but the 
study commented on weaknesses in the amount and quality of general 
information on departmental plans and activities which was being 
disseminated to departmental employees. The findings of the study are 
being addressed as part of a comprehensive communication strategy 
currently being formulated by the Department. 


Excise: The Excise activity administers the Excise Act, the Excise Tax 
Act and other relevant legislation, and thereby ensures that duties, 
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taxes and other relevant charges and levies are assessed, collected and, 
where appropriate, refunded (see page 43 for revenue details). In a tax 
system which is based on self-assessment and voluntary compliance, the 
onus is on taxpayers to correctly identify, assess and remit their tax 
liabilities. Information, in the form of kits, memoranda, bulletins, 
rulings and visits to first time clients, encourages the public to 
comply with the law. A significant proportion of the activity resources 
are used to ensure that the public is well informed. There are, how- 
ever, taxpayers who knowingly or inadvertently do not comply. The 
Department must, therefore, take steps to detect, correct and deter 
instances of non-compliance. The Excise audit program is one method 
designed to ensure that taxpayers are remitting the proper amount as 
prescribed by law. This program will be the subject of a program 
evaluation study in 1987-88. At that time, greater insight on its 
overall effectiveness will be available. 


In carrying out its mandate over the years, the Excise activity has 
had to adapt to various legislative, economic and political changes. A 
review of the activity was initiated in June 1984 to ascertain the 
extent to which it would be capable of adapting in the future to an 
environment of change. Specifically, the review involved consideration 
of statutory and administrative constraints, information needs of Excise 
clientele and external factors affecting the Excise function. As part 
of the review, interviews were held with representatives of other 
governments, associations such as the Canadian Manufacturers 
Association, the Canadian Institute of Chartered Accountants and the 
Canadian Importers Association, and the taxpaying community. The study 
was completed in April 1985 and proposed various recommendations in 
areas such as encouragement of voluntary compliance, provision of infor- 
mation and program administration. 


In 1986-87, the following initiatives are planned in the Excise 
activity in response to the findings of the study: development of a tax 
guide to meet requirements of new and smaller licensees; review of 
values concepts and principles; implementation of a taxpayer information 
program for new and existing licensees; enhancement of technical skills 
levels for all employees; and, a pilot regional reorganization wherein 
activities will be divided between areas of compliance and enforcement. 


Customs: The Customs activity administers the Customs Act, the Customs 
Tariff, the Special Import Measures Act and other relevant legislation 
and thereby controls, for the protection of Canadian industry and 
society, the movement of people, goods and conveyances entering or 
leaving Canada. In administering this legislation, the Customs activity 
also protects Canadian industry from real or potential injury caused by 
the actual or contemplated importation of dumped or subsidized goods as 
well as other forms of unfair foreign competition. 


An indicator of the Department's effectiveness in controlling the 
movement of people is the extent to which travellers 


‘ 
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comply with the legislation. In 1983-84, a program evaluation study was 
conducted which covered the activities of approximately 32% of the 
Department's workforce and 30% of annual departmental expenditures. The 
study estimated that 91% of all travellers entering Canada do so without 
gerious violation of entry laws. The remaining 9% of travellers can be 
divided into two important non-complier groups. 


The first group, the “serious” non-complier group, includes those 
who seek to avoid detection and whose non-compliance is sufficiently 
serious to merit official enforcement action. Such enforcement actions 
include seizures (i.e. consumer goods, drugs and weapons), forced 
payments and prohibitions. About 24 of all travellers entering Canada 
are in this group. The second group (about 7% of travellers entering 
Canada) are “threshold” non-compliers whose offence is too important to 
ignore but too small to merit official enforcement action. It is 
estimated that 600,000 persons who are in this group are detected 
annually and are given “unofficial” warnings. 


With respect to the control over the movement of goods, last year's 
Expenditure Plan reported on a program evaluation study of the Customs 
Carrier Declarations System which was completed in August 1984. This 
study focused on the document control of three major sub-systems (i.e. 
Carrier Declarations, Postal Declarations/Sortation and Export 
Declarations) which form the basis for the Department's verification and 
control activities respecting goods entering, transitting or leaving the 
country. The findings of the study are now being incorporated into the 
Department's program and are visible in initiatives such as the Postal 
Improvement Plan (see page 35) and the CADEX and Conditional Release 
projects (part of the New Customs Commercial System — see page 34) which 
are significant components of the Department's reduction plan. 


The Inspection Services Information System (see page 14) is also 
designed to improve program effectiveness by providing Customs 
inspectors with better information at Primary Screening lines and 
Customs Secondary work stations. This system, supported by Employment 
and Immigration and the RCMP, will enable Customs officers to be more 
effective in carrying out their enforcement duties. 
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Section II 
Analysis by Activity 


A. Excise 
Objective 


The objective of the Excise Activity is to administer the Excise Act, 
the Excise Tax Act and other relevant legislation and thereby ensure 
that duties, taxes and other relevant charges and levies are assessed, 
collected and, where appropriate, refunded at least cost to the public 
and in a manner which ensures the highest degree of public confidence in 
the integrity, efficiency and fairness of the excise process. 


Resource Summary 
The Excise Activity includes 1,596 person-years which represent 
approximately 16% of total departmental person-years and 16% of total 
departmental expenditures. The detailed Activity resources are 
displayed in Figure 7. 

Figure 7/7: Activity Expenditures ($000) and Person-Years 
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Estimates Forecast Actual 
1986-87 1985-86 1984-85 
i ede ee eed 
$ PY, $ P-Y $ P-Y 
ie 
Tax Interpretations 13,094 269 11,549 247 L559 247 
Revenue Collections 8,038 178 D520 156 6.92555 156 
Verification and 
Enforcement 37,536 847 40,774 903 32,784 804 
Excise Duty 3,428 81 3,303 81 3,967 81 
Appeals 495 ll 563 Ld 157 3 
Policy and Systems 3,316 64 4,152 56 5,608 y/ 
Program Management 
and Support 7,736 146 6,818 152 5, S/4tals2 
et ac ier I te ee eae ie ee Fe ets 
73,643 1,596 1259845 15606 66,164 1,500 
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Expenditures forecast in the Excise Activity in 1986-87 are 
comprised of 8/% personnel costs, 12% other operating costs and 1% 
capital costs. 
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Past Financial Performance 


Figure 8: 1984-85 Financial Performance ($000) 


1984-85 
Main 
Actual Estimates Change 
Tax Interpretations Me7559 9,328 2 e258 
Revenue Collections 60215 6,914 (699) 
Verification and Enforcement 32,784 34,767 (1,983) 
Excise Duty a, 907 S196 TTI 
Appeals oy 586 (429) 
Policy and Systems 5, 608 4,240 1,368 
Program Management and Support 5,874 6,197 (323) 
66, 164 65,228 936 


TT 


1984-85 Revenue 12,586,484 
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Explanation of Change: Actual 1984-85 expenditures were $.9 million or 
1.4% higher than the Main Estimates levels. $.9 million is a net figure 
comprised of: 


Millions 
. Supplementary estimates for the Fuel Tax Rebate 
Program and workload increases resulting from new 
legislation. SEO 
. Personnel costs underexpenditure resulting from the 
use of term employees and casuals. Gb S)) 
. Deferral of printing and postage costs. $ (.4) 


Description 


In administering the Excise Act, Excise Tax Act and other relevant 
legislation, the management focus in the Excise Activity is placed on 
seven areas or sub-activities. 


Tax Interpretations: This area of activity ensures that eligible tax- 
payers are identified and licensed. Licensees, refund claimants and 
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other members of the public known to be affected by the law are provided 
with information and interpretations about their entitlements and 
obligations. This sub-activity is allocated 1/74 of total activity 
resources. 


Revenue Collections: This area ensures that revenue from licensed 
taxpayers consisting of voluntary remittances, overdue taxes, duties and 
related penalties, is collected, deposited and accounted for. 

Delinquent taxpayers and non-filers of tax returns are also identified, 
informed and provided with an opportunity to meet their obligations 
before collection action is initiated. Eleven percent of total activity 
resources are assigned to Revenue Collections. 


Verification and Enforcement: Activities in this area will ensure that 
instances of over or underpayment of Excise taxes payable under the 
Excise Tax Act are discovered and corrected through the selective audit 
of licensees' records. Assessments and credits are issued and licensees 
are provided with information to assist them in voluntarily complying 
with legislative requirements. In addition, claims for refund of 
federal sales or excise taxes are examined to confirm their validity. 
Special investigations are also conducted to deal with suspected cases 
of fraudulent activity. This sub-activity accounts for 51% of total 
activity resources. 


Excise Duty: Excise Duty operations aim at identifying and rectifying 
non-compliance with the Excise Act through post-functional reviews (duty 
audits) and monitoring (as required by legislation) of industries 
licensed under the Excise Act including distilleries, breweries, tobacco 
manufacturers, bonded warehouses and permit-holders. This area accounts 
for 54 of total activity resources. 


Appeals: This area of activity is responsible for resolving appeals 
against decisions made under the Excise Tax Act with respect to clas- 
sification, tax status or valuation. This sub-activity accounts for 
less than 1% of total activity resources. 


Policy and Systems: Activities in this area ensure that appropriate 
legislation, regulations, policies, procedures and systems are planned, 
developed, evaluated and maintained to achieve program results. Four 
percent of total activity resources are consumed in this sub-activity. 


Program Management and Support: This area provides management, 
financial and central administrative services to all components of the 


Excise Branch program. It accounts for 11% of total activity resources. 


Performance Information/Resource Justification 


Each area of activity described above is essential within a tax system 
based on voluntary self-compliance. The level of results sought or 
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achieved in each area will be affected by changes in a number of 
interrelated factors such as workload volume and complexity, size of the 
Excise client base (licensees, refund claimants, etc.), changes in 
legislation or policy, government priorities, business and economic 
conditions. 


Excise workload is particularly influenced by the size of the 
licensee base, which in turn may be affected by normal growth in the 
manufacturing sector, by revisions to existing legislation, enactments 
of new legislation or by the provisions of a federal budget. For 
example, new tax provisions included in the May 1985 Federal Budget 
increase the number of Excise licensees by approximately 5,000. Over 
the next five years, Excise forecasts a steady increase of 500 licensees 
per annum (.9% increase) from the 1984-85 licensee base of 60,544. With 
the exception of workload associated with legislative or policy changes 
(such as the May 1985 Federal Budget which will require 40 person-years 
in 1986-87 and beyond), the Excise activity will absorb future workload 
increases in all affected operational areas without additional 
resources. 


Performance information is provided for four major output areas in 
the Excise activity. Collectively, these output areas account for 
approximately 86% of the total Excise resources. Details are given in 
Figure 9. 


Figure 9: Outputs per Person-Year 
SUSY Ai irl Sou pene 7 Sets hornet ye ere ee te ee ee ee 
Estimates Forecast Actual 
1986-87 1985-86 1984-85 
prt. Bese) sy G8 baionhron Yate wee 29 Mee pe ee eee 
Volume Outputs Volume Outputs Volume Outputs 
per P-Y pyre 12—N¢ per P-Y 
wee ee PT eee Be Pe Le Sa a ee ee eee eee ee 
Tax Interpretations 
Written Rulings 
Issued 40,000 NYS) 39,600 160 595095 161 
Revenue Collections 
Collection Cases 
completed POE 550 621 108, 500 696 108,853 699 
Verification and 
Enforcement 
Standard audit 
units completed 28,700 42 28,300 35 32,243 40 
Excise Duty 
Standard duty audit 
units completed 225 LZ ayes. 6 Bye} 4 
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Written Rulings Issued: The major output of Tax Interpretations is the 
number of written rulings issued by Excise officers. Written rulings 
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issued in 1984-85 exceeded what was planned by 74. This was caused 
primarily by increased demands for information about legislative changes 
announced in November 1984 by the Minister of Finance. Outputs per 
person-year for 1984-85 were 15% less than planned. This was due to the 
omission from the original planning computation of person-years whose 
outputs were measured in terms of service outputs other than written 
rulings such as telephone contacts, personal interviews and tax factor 
surveys. Future plans and reports respecting this indicator will 
reflect the revised computation. 


Collection Cases Completed: Collection cases completed in 1984-85 were 
5% more than projected as a result of an increase in the number of 
licensees. Employee productivity (outputs per person-year) increased in 
1984-85 by 16% as a result of increased levels of training and related 
modification to procedures. Outputs per person-year are expected to 
decrease in 1986-87 as legislative and policy changes increase case 
complexity. 


Standard Audit Units Completed: The number of standard audit units 
completed in 1984-85 was 7% less than planned as a result of a reduction 
in the audit penetration level. However, outputs per person-year were 
as planned. Audit activity was concentrated on those licensees where 
the greatest potential for payback was indicated. As a result, higher 
than expected average tax change per audit day was achieved. 


Standard Duty Audit Units Completed: In 1984-85, standard duty audit 
units completed were 33% below those planned due to changes in the duty 
program whereby audits are being reduced in favour of increased 
surveillance actions. Outputs per person-year reflect this shift in 
emphasis. In 1985-86, more audits are being conducted as reflected in 
the forecast. This trend is expected to continue in 1986-87. 


Figure 10 displays the actual workload volumes for the period 
1982-83 to 1984-85 with projections to 1988-89 for these four areas of 
activity. Figure 11 relates workload volumes to person-years. 


Figure 10: Workload Volumes Figure 11: Outputs per person-year 
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Departmental Initiatives Affecting the Excise Activity: 


Five 


initiatives will affect the achievement of the Excise objective and 


impact on Excise resources in 1986-87 and beyond. 


initiatives is presented in Figure 12. 


Figure 12: 


INITIATIVE 


Clientele Profile 
System (CPS) 


Office Automation 
Field Trial 


Fuel Tax Rebate 


Excise Appeals 
System 


Person-Year 
Reduction 
Measures 


A summary of these 


Summary of Excise Initiatives 


SPECIFIC OBJECTIVES & RESOURCES 
FOR 1986-87 


Completion of evaluation of the pilot 
phase, which will require 5 P-Y's and 
$800,000. 


National implementation will be 
commenced during 1986-87 in 
accordance with the results of the 
evaluation of the pilot. 


Continuation of national 
implementation following completion 
of pilot phase in 1985-86. 


Resources: 6 P-Y's and $615,000. 


Processing of rebate claims. 


75 P-Y's and $2.8 
million. 


Resources: 


The Appeals system will be operated 
on an ongoing basis. 


Resources: 10 P-Y's and $575,000. 


One reduction measure will commence 
in Excise in 1986-87. 


Resource Review: Elimination of 
certain lower priority activities at 
headquarters and in the regions. 


OVERALL RESULTS 


Development of an automated client data base which will 
provide detailed and readily accessible information on 
taxpayer clientele. 


Improvements in areas such as refunds, revenue collect- 
ion, tax information, verification and enforcement. 


Completion Date: 
Total Cost: 


March 31, 1988 

Cost of national implementation 
will be determined on the result of 
the pilot implementation. 


Improvement in service to the public through faster 
response to rulings. 


Improvement in operational efficiency through on-line 
access to topical information. Cost savings estimated 
at $200,000 annually. 


Completion Date: 
Total Cost: 


March 31, 1987 
6 P-Y's and $1.1 million 


Rebate of 4.8 cents per litre on gasoline and diesel 
fuel to farmers, fishermen, loggers, hunters, trappers 
and mine operators. 


Completion Date: 
Total Cost: 


January 1, 1988 
279 P-Y's and $10.4 million 


Royal assent for a formal system of assessment appeals 
is anticipated in 1985-86. 


Reduction of program costs by streamlining and/or 
discontinuing some Excise operations. 


1990-91 
7° P=¥"'s 


Completion Date: 
Total Reduction: 
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B. Customs 


Objective 


The objective of the Customs Activity is to administer the Customs Act, 
the Customs Tariff, the Special Import Measures Act and other relevant 


legislation and regulations and thereby: 


° control, for the protection of Canadian industry and society, 
the movement of people, goods and conveyances entering or 


leaving Canada; and 


° protect Canadian industry from real or potential injury caused 
by the actual or contemplated importation of dumped or sub- 
sidized goods, as well as by other forms of unfair foreign 


competition. 


Resource Summary 


The Customs Activity includes 7,607 person-years and represents 
approximately 76% of departmental person-years and 68% of departmental 


expenditures. 


Figure 13: Activity Expenditures ($000) and Person-Years 


Port Operations 188,335 


Regional Appraisal 


and Adjustment 41,902 


Interpretative Policy 
Determinations and 


Appeals 15,340 


Program Development 
and Systems 


Maintenance 17,980 
Program Management and 
Support 42,214 


305,771 


Estimates 
1986-87 


840 


7,607 


Forecast 
1985-86 
$ Py 
195,025") 010 
40,369" 15052 
135617, BZy/, 
eae beat 235 
41,068 869 
292,288 <7, 796 


Actual 
1984-85 


$ 
177,285 


38,000 


13,549 


13,581 
40, 960 


283,375 


Expenditures forecast in the Customs Activity in 1986-87 are 
comprised of 89% personnel costs, 9% other operating costs and 2% 


capital costs. 
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Past Financial Performance 


Figure 14: 1984-85 Financial Performance ($000) 


1984-85 
Main 
Actual Estimates Change 
Port Operations 177,285 181,344 (4,059) 
Regional Appraisal and Adjustment 38,000 32,957 2,063 
Interpretative Policy 
Determinations and Appeals 13,549 13,969 (420) 
Program Development and 
Systems Maintenance es peso | 12,318 1,263 
Program Management and Support 40,960 SigorS 3,087 
283,375 281,441 1,934 
1984-85 Revenue 3,919,599 


Explanation of Changes: Actual 1984-85 expenditures were $1.9 million 
or ./% over the original main estimates. 


$1.9 million is a net figure comprised of: 


Millions 
- Supplementary estimates respecting the Harmonized 
System project. 2.8 
- Under-expenditure resulting from capital equipment 
not delivered and construction work not completed by 
year-end. (ws) 


. Under-expenditure for professional and special fees 
resulting from the use of fewer consultants for projects 
than planned. (.4) 


Description 


The Customs Activity includes five operational areas or sub-activities 
which are described below. 


Port Operations: This sub-activity processes and assesses all people, 

goods and conveyances entering into Customs control to ensure that only 
qualifying people, goods and conveyances are cleared to proceed into or 
exit from Canada. It also ensures that all goods entering into Customs 


(Customs) 29 


control are classified and revenues owing the government are assessed 
and collected. This sub-activity consumes 61% of total activity 
resources. 


Regional Appraisal and Adjustments: This sub-activity ensures that all 
information requests about entry of goods are answered. Post- 
importation reviews of Customs transactions are carried out to verify 
compliance with relevant statutes and regulations, and all appeals to 
the regional level are processed. In addition, all claims for 
drawbacks, refunds and remissions are reviewed, qualifying claims are 
approved and monies are refunded. Cases of suspected non-compliance 
with statutes and regulations are investigated and resolved. This sub- 
activity accounts for approximately 14% of the activity resources. 


Interpretative Policy Determinations and Appeals: This area issues 
rulings, administrative policy and guidelines relating to value for 
duty, tariff classification and relief, seizure actions and suspected 
injurious dumping so that the public is provided with equitable and 
responsive interpretation of the law. Activities in this area also 
ensure that disputes regarding interpretation of the law are resolved 
and that related operational resources are used productively. This 
sub-activity accounts for approximately 54 of total activity resources. 


Program Development and Systems Maintenance: These activities ensure 
that legislation and related regulations, policies, systems and 
procedures are developed and maintained. This area consumes about 64 of 
total activity resources. 


Program Management and Support: This sub-activity ensures that 
management direction, planning and central administrative services are 
provided to all of the components of the Customs Activity. It accounts 
for approximately 14% of total activity resources. 


Performance Information/Resource Justification 


The level of results sought or achieved in each area of activity 
described above will be affected by changes in a number of interrelated 
(sometimes competing) factors. These factors include workload volumes 
and complexity, number of ports of entry, hours of operation, government 
and departmental priorities, central agency requirements, mode of 
transport, country of origin, interdepartmental agreements, changes in 
legislation, economic conditions, private sector priorities and needs, 
and environmental/ geographic conditions. Performance information is 
presented in Figure 15 for the three sub-activities which generate the 
major outputs. 
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Figure 15: Workload Volumes and Outputs per Person-Year 


Major Outputs by Estimates Forecast Actual 
Sub-Activity 1986-87 1985-86 1984-85 


Volume Outputs Volume Outputs Volume Outputs 


(000) per P-Y (000) per P-Y (000) per P-Y 
Port Operations 


Travellers 83,824 36,059 80,150 38,320 /9:,338%,. 344024 
Commercial entries 6,558 2,617 6,495 2,610 6,480 2,546 
Importer notifications 

issued (E14's) 1,136 2,913 1,368 2,680 L561 3,134 


Regional Appraisal 
and Adjustments 


Entries reviewed 4,066 12,907 4,000 12,700 3,854 12,804 
Rulings and appeals 1L7Z 659 Ld. 658 172 685 
Refund claims 135, 32,231 135) 82,060 16946 52,283 


Interpretative Policy 
Determinations and 


Appeals 

Seizure adjudication 

decisions 3.0 88 3.0 88 SZ 87 
Assessment and Tariff 

appeals completed 8.0 168 i <2 165 55.0 176 


Travellers Processed: The number of travellers processed in 1984-85 was 
close to established targets. The increase in outputs per person-year 
in the Estimates for 1986-87 will result from the impact of Expo '86 and 
the removal of the summer student program from the controlled person- 
year base. 


Commercial Entries Processed: Commercial entries processed in 1984-85 
were 5.9% greater than forecast. Utilization of resources in this area 
was 3.6% greater than forecast. Outputs per person-year were 2.24 
greater than the targeted levels. 


Importer Notifications Issued (E14's): As postal entries are received 
by Customs, a card (E14) is issued to notify the importer accordingly. 
In 1984-85, actual volume processed was slightly below target (2.6%) 
although efficiency improved by 5.6%. A decline in volume is projected 
in 1985-86 and 1986-87 as value for duty on low value shipments is 
increased from $5 to $40 effective October 1985. The temporary decrease 
in efficiency forecast for 1985-86 reflects the time lag between the 
implementation of the remission order and the implementation of the 
postal improvement initiative in the Department's downsizing plan. 
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Entries Reviewed: The overall performance in the post-importation 
review of Customs entries was according to plan. The volume processed 
in 1984-85 was 5% below target. Outputs per person-year were also 
slightly below target (3%). Volume and efficiency are expected to 
remain relatively stable in future years. 


Rulings and Appeals Processed: The number of pre-importation rulings 
and post-importation appeals processed in 1984-85 was 9.6% greater than 
forecast. This resulted from the initial increase in appeals as a 
result of implementation of the New Valuation provisions. Backlog also 
had to be cleared up (through the use of overtime) before the new 
provisions took effect. The volume of rulings and appeals is expected 
to remain stable at this level in future years as a result of 
legislative changes such as the Harmonized System. Overall efficiency 
rates will return to previous levels. 


Refund Claims Reviewed: Overall performance in 1984-85 was within 5% of 
that planned. For 1985-86, the volume of refund claims reviewed is 
expected to be only 80% of the volume in 1984-85. The reason for this 
is that under the New Valuation System, technical documentation 
requirements have changed. As a result, the requirement for a deposit 
is less frequent, thus reducing the number of refund applications. 


Figure 16 displays workload volumes for the period 1982-83 to 
1984-85 with projections to 1988-89. Figure 17 relates workload volumes 


to person-years. 


Figure 16: Workload Volumes Figure 17: Outputs per Person-— 
Year 
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Seizure Adjudication Decisions: The number of seizure adjudication 
decisions rendered in 1984-85 was 8% below target. Outputs per person- 
year were also below target (7%). New procedures have been issued in 
the field to improve service to the public. As a result, most 
infractions are resolved at the regional level before a seizure notice 
is issued. Only more complex cases are referred to headquarters for 
resolution. 


Assessment and Tariff Appeals Completed: There were 15% fewer cases 
completed than planned. The anticipated volume of appeals did not 
materialise because the Special Import Measures Act was implemented 
later than expected. Outputs per person-year were above target (33%). 
Increased efficiencies were realized as a result of efforts made to 
process appeals submitted under the old legislation in anticipation of 
the implementation of SIMA and new valuation legislation, combined with 
the fact that a number of the appeals proved to be similar in nature, 
decreasing the amount of time necessary to complete them. 


Figure 18 displays workload volumes for the period 1982-83 to 
1984-85 with projections to 1988-89. Figure 19 relates workload volumes 
to person-years. 


Figure 18: Workload Volumes Figure 19: Output per Person- 
Year 
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Departmental Initiatives Affecting the Customs Activity 


The Customs activity will continue to be affected by a number of 
initiatives. Each of these initiatives will impact on the manner in 
which Customs' areas of activity are managed to achieve their object- 
ives. Figure 20 presents a summary of the initiatives with specific 
objectives for 1986-87. 
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Figure 20: 


Summary of Customs Initiatives 


INITIATIVE 


SPECIFIC OBJECTIVES & RESOURCES 
FOR 1986-87 


OVERALL RESULTS 


Harmonized System 
Project (HS) 


New Custoas 
Commercial System: 


- Customs 
Automated Data 
Exchange 
Project (CADEX) 


- Conditional 
Release Project 


- Automated 
Lookout 
Enquiry and 
Report Project 
(ALERT) 


EXPO '86 


Personal Alara 
Security System 
(PASS) 


Export Control 


Completion of the conversion of the 
tariff to the language of HS. 


Installation and testing of automated 
systems. 


Training of staff and preparation of 
public information packages. 


96 P-Y's and $18.3 
million. 


Resources: 


Prototype implementation and 
evaluation. 


Resources 9 P~-Y's and $580,000. 


Begin pre-implementation activities 
for the introduction of the Release 
on Minimum Documentation features. 


23 P-Y¥'s and $1.8 
million. 


Resources: 


Phase I evaluation to be completed by 
March 1986. 


Phase II evaluation to be completed 
by November 1986. 


18 P-Y's and $1.2 
million. 


Resources: 


Services to support Expo '86. 


56 P-Y's and $1.2 
million. 


Resources: 


This initiative is being developed in 
Corporate Administration, although 
its impact will be felt primarily in 
the Customs activity (see page 38). 


The Export Control system will be 
operated on an ongoing basis. 


28 P-Y's and $1.1 
million. 


Resources: 
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Implementation of the new Harmonized System as the 
basis for the classification of goods for Customs 
tariff and trade statistics purposes. Development of 
automated and administrative systems to support H.S. 


For costing purposes, a January 1988 implementation 
date was used. 


Total Cost: 403 P-Y's and $57 million 


Implementation of computer-to-computer transmission of 
data. This project will reduce O&M costs for data 
entry. 
Completion Date: Implementation to begin January 
1988 and phased in over 3-year 
period. 


Cost to 1988/89: 43 P-Y's and $3.2 million 


Faster release of goods to clients. 


Increased productivity through system changes and 
reduced paper burden. 


National Implementation Date: March 1988 
Total Cost: 209 P-Y's and $12.1 million 


The features developed through this project included an 
automated selection and development process for entries 
and an automated on-line document retrieval system. 
Completion Date: 3 of 4 features will be implemented 
in January 1988. Implementation of 
the document retrieval feature is 
subject to evaluation results. 


Total Cost: 193 P-Y's and $12.9 million 


Efficient service to the travelling public during Expo. 
Supervision of temporary imports and exports. 


1986-87 
61 P-Y's and $1.4 million 


Completion Date: 
Total Cost: 


Increased safety and security for Customs officers 
working alone in isolated or remote areas (see 
page 38). 


Completion Date: September 1987 


Prevention of illegal export of western technology to 
embargoed countries. 


Implementation Date: October 14, 1985 
Annual Cost: 28 P-Y's and $1.1 million 
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Summary of Customs Initiatives (cont'd) 


INITIATIVE 


SPECIFIC OBJECTIVES & RESOURCES 
FOR 1986-87 


OVERALL RESULTS 


New Customs Act 


Duty Free Shops 
Program 


Inspection Services 
Information System 
Project (ISIS) 


Person-Year 
Reduction Measures 


Proclamation and implementation of 
the new Customs Act. 


Full national implementation, 
involving approximately 37 shops, by 
the end of 1986-87. 


Resources: 8 P-Y's and $659,000. 


Evaluation of pilot test; planning 
for national implementation. 


Resources: 5 P-Y's and $344,500. 


Four reduction measures will impact 
in 1986-87: 


Low Value Remission Orders:, Release 
of low value shipments submitted via 
courier without an entry where the 
value for duty does not exceed $40 
and duty and taxes payable do not 
exceed $5. 


Resource Review: Elimination of 
certain lower priority activities at 
headquarters and in the regions. 


Student Person-Years: 
the student program. 


Restructuring 


Postal Improvement Project (PIP): If 
the pilot projet meets our 
expectations, a number of measures 
will be introduced including 

- adoption of new system for 

processing casual and commercial 

mail; 

reduction in the number of Customs 

primary screening centres; 

- introduction of legislative changes 
to reduce workload in Customs 
postal operations; 

- diversion of postal workload from 
some ports to larger postal 
clearance centres. 


Greater flexibility in coping with modern business 
practices. Improvements in collections and 
enforcements. 


Implementation Date: Expected to be June 1, 1986 


Provide increased opportunities to the public to 
purchase duty free goods when leaving the country. 


Completion Date: October 1986 
Total Cost: 39 P-Y¥'s and $2.7 million 


National implementation of automated information system 
for use by Customs inspectors to improve enforcement 
capabilities. 

Completion Date: January 1989 

Total Cost: 27 P-Y's and $7.4 million 


Reduction of activities by streamlining some operations 
and discontinuing other Customs activities. 

Completion Date: 1990-91 

Total Reduction: 782 person-years 


Speedier processing of low value/low risk goods with 
minimal Customs handling. 


Improvement in service to the public. 
Completion Date: 1986-87 


Streamlining of Customs regional offices and 
headquarters operations. 
Completion Date: 1990-91 


Restructuring of the student program while maintaining 
the existing levels of service. 
Completion Date: 1986-87 


Improvement in efficiency and effectiveness of the 
postal system currently used to deliver dutiabie mail. 


Reduction in size of some Customs ports which have 
extensive involvement in Customs clearance of postal 
shipments. 


National implementation Date: 1986-87 


ee aaa 
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Cc. Corporate Administration 

Objective 

The objective of Corporate Administration is to provide management 
direction, planning coordination and central administrative services to 
the Department. 

Resource Summary 

The Corporate Administration Activity accounts for approximately 16% of 
the total departmental expenditures and represents 8.4% of the total 


person-years. These resource expenditures are shown in Figure 2l. 


Figure 21: Activity Expenditures ($000) and Person-Years 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
$ P-Y $ P= $ P=¥ 

Corporate Management 47,546 476 33 /547.0 sue 493. 39,346. 498 
Personnel Administration 13,053 223 133037 226 |) et ft 228 
Audit and Evaluation 4,606 68 4,193 68 3, 686 67 
Public Relations 1,568 14 1,467 14 1,649 16 
Executive 5,633 61 3,244 64 2,530 hs) 
72,406 842 60,411 865 59,003 864 


Expenditures forecast in the Corporate Administration activity for 
1986-87 are comprised of 49% personnel costs, 32% other operating costs 
and 19% capital costs. 

Past Financial Performance 


Figure 22: 1984-85 Financial Performance ($000) 


1984-85 
Main 
Actual Estimates Change 
Corporate Management 39,346 32,209 PAST 
Personnel Administration Ll 5/92 11,962 (170) 
Audit and Evaluation 3,686 4,429 (743) 
Public Relations 1,649 1,494 155 
Executive 2,530 2,418 112 
59,003 S2e a2 6,491 
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Explanation of Change: Actual 1984-85 expenditures were $6.5 million 
(12.4%) higher than the original Main Estimates. This is a net figure 
comprised of: 


Million 
. Additional resources received for 
- Employee benefit ,adjustment 5.9 
= Affirmative Action Program ol 
- Treasury Board Vote 1 Implementation Assistance 
Program System project sf 
= Harmonized System project Zin 
. Unused salary adjustment reserve (.9) 
- Change in cash flow for PASS project { 7e5) 


- Underexpenditures for consultants in computing services Ks Dy) 
. Net underexpenditures resulting from uncompleted tenant 
services projects and delayed purchases of materials (2, 43) 


Description 


The Corporate Administration Activity includes the following five sub- 
activities: 


Corporate Management: This sub-activity ensures that departmental 
Management at all levels is provided with the management, planning and 
control services required to administer resources in support of 
government-wide and departmental programs and objectives. It includes 
the departmental support services of corporate planning, finance, 
administration, systems planning and development and laboratory and 
scientific services. This area is allocated 66% of total activity 
resources. 


Personnel Administration: This sub-activity provides departmental 
Management at all levels with the personnel services required to 
administer effectively the Department's human resources. This area 
accounts for approximately 18% of total activity resources. 


Audit and Evaluation: This sub-activity is responsible for carrying out 
independent audits and evaluation of departmental programs and 
operations. This sub-activity includes approximately 6% of total 
activity resources. 


Public Relations: Public Relations activities ensure that those 
affected by Customs and Excise legislation are provided with information 
‘to enable them to comply with the law. This area accounts for 2% of 
total activity resources. 


Executive: This sub-activity includes Legal Services, Internal Affairs, 
Departmental and International Affairs, the Deputy Minister's Office and 
a portion of the Minister's Office. It accounts for approximately 8% of 
total activity person-years. 
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Performance Information/Resource Justification 


Departmental Initiatives Affecting the Corporate Administration 


Activity: 


Corporate Administration is involved in developing major 


departmental initiatives which will impact on the manner in which the 


Department meets 
summary of these 


Figure 23: 


its program objectives in 1986-87 and future years. A 
initiatives is presented in Figure 23: 


Summary of Corporate Administration Initiatives 


INITIATIVE 


SPECIFIC OBJECTIVES & RESOURCES 
FOR 1986-87 


OVERALL RESULTS 


Personal Alarm 
Security System 
(PASS) 


Financial 
Expenditures 
Control System 
(FECS) 


Affirmative Action 
Program 


CCC Plenary 
Sessions 


Person-Year 
Reduction Measures 


Human Resources 
Information System 
(BRIS) 


National implementation of system 
following favourable evaluation of 
the pilots in 1985-86. 


Resources: 6 P-Y's and $8.4 million. 


Installation of communication links 
between headquarters, regions and 
Supply and Services Canada. 
Monitoring of the system through to 
the post-implementation evaluation. 


National implementation of the system 


is scheduled for completion by June 
"86. 


Resources: 2 P-Y's and $351,000. 


Retaining gains in year one of plan 
in terms of a) increasing female 
representation in PM and AU groups, 
b) increasing indigenous 
participation and c) maintaining 
participation rate of disabled 
employees. 


Resources: 6 P-Y's and $274,000 


Continuing to plan and make 
arrangements for hosting of CCC 
plenary sessions in June 1987. 


Resources: 7 P-Y's and $376,000. 


One reduction measure will commence 
in Corporate Administration in 
1986-87: 


Resource Review: Elimination of 
lower priority headquarters 
activities. 


Reduction: 37 P-Y's 


Restructuring and expansion of 
Manpower Resources System (MRS) to 
provide for a data base and on-line 
entry and retrieval capability for 
appropriate users. 


Resources: 4 P-Y's and $1.3 million. 
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Increased safety and security for Customs officers 
working alone in isolated or remote areas. 


September 1987 
25 P-Y's and $21.3 million 


Completion Date: 
Total Cost: 


Improvement in quality and reliability of financial 
systems and information. 


June 1986 
10 P-¥'s and $1.3 million 


Completion Date: 
Total Cost: 


Achievement of more equitable levels of employment 
among target groups. 


April 1, 1988 
18 P-Y's and $780,000 


Completion Date: 
Total Cost: 


Promotion of Canadian initiatives on the CCC such as 
the assistance program for developing countries. 


Promotion of Canada's international reputation. 


June 1987 
26 P-Y¥'s and $1.5 million 


Completion Date: 
Total Cost: 


Reduction of program costs by streamlining and/or 
discontinuing operations. 


Completion Date: 1990-91 
Total Reduction: 97 P-Y's 


Provide departmental management with more 
comprehensive, accurate and timely information. 


1988-89 
13 P-Y's and $3.6 million 


Completion Date: 
Total Cost: 


Section III 
Supplementary Information 


A. Analysis by Object 
i. Expenditures by Object 


Figure 24: Expenditures by Object ($000) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 


Personnel 

Salaries and wages 324 ,046 314,141 300% 267 
Contributions to employee benefit plans 45,361 43,278 44,953 
Other personnel Zool oe 1,980 ware i ke) 


371,564 359,399 347,993 


Other Operating Expenditures 


Transportation and communications 23,701 5 les 20 , 560 
Information 2,754 3, 190 3,009 
Professional and special services 19,287 16,754 Fou212 
Rentals 2,024 ZeOLs 1,638 
Purchased repair and upkeep 5,514 531230 4,053 
Utilities, materials and supplies 7,098 6,812 6,904 
All other expenditures a 2 43 
60,378 5,2) 49,419 
A eS Ge a ell eee aE Se 
Total Operating Expenditures 431,942 414,726 397,412 
Capital 
Professional and special services 195 
Construction and acquisition of land, 
buildings and equipment 2,000 25015 1923 
Construction and acquisition of 
machinery and equipment 17,878 8,882 9,012 
a a a ee 
19,878 10,957 11,130 
ge Rad Ane Sate leewrant Peterlee Wisi tire tics Ander ele Aiea "ieee ante i ahead eee parse eee. ea 2 
Total Expenditures 451,820 425,683 408,542 


Ce 
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2s Personnel Expenditures 


Person-year and personnel cost trends are provided in Figures 25 and 
26. Person-year distribution by activity over the years 1984-85 to 
1986-87 are shown in figure 27. 


Figure 25: Person-Years 1980-81 Figure 26: Personnel Costs 
to 1988-89 1980-81 to 1988-89 


11000 400000 


10800 
350000 
10600 


10400 300000 
10200 250000 
10000 
9800 
9600 
9400 
9200 50000 


200000 


MILUONS 


15C000 


100000 


9000 0 
80/81 82/83 84/85 86/87 88/89 80/81 82/83 84/85 86/87 88/89 


Figure 27: Person-Year Utilization by Activity 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 

Excise 1,596 1,606 1,500 
Customs 7,607 1490 7,936 
Corporate Administration 842 865 864 
10,045 10,267 10,300 


Approximately 84% of total departmental expenditures are personnel 
related. In 1985-86, personnel costs will amount to $359.4 million, an 
increase of approximately $11.4 million over the previous year. In 
constant dollar terms, however, personnel costs have remained relatively 
stable over the six-year timeframe to 1985-86. 


Between 1980-81 (actual) and 1985-86 (forecast), the Department 
person-year level has increased by only 7%. A large proportion of this 
increase was non-discretionary and was related to budgetary provisions 
affecting legislation administered by the Department and other 
government decisions. A major reduction in person-years will occur in 
the next five years as the Department embarks upon a plan to support the 
government restraint program that was outlined in the May 1985 budget. 


The number of person-years and average salary by category is 
provided in Figure 28. 
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Figure 28: Authorized Person-Years and Salary Provision 


Authorized 1986-87 
Person-Years Current Average 
Salary Salary 
86-87 85-86 84-85 Range Provision 
Management ill 105 106 50;, 3500-96, 300 63,650 
Scientific and 
Professional 
Auditing 581 562 548 21%, 9344=- 683070 42,246 
Other 33 ei) 36 
Administrative and 
Foreign Services 
Admin. Services 298 308 293 135912¢ =; 575987 36,304 
Commerce 80 78 Ty 1556359— 564,521 46,930 
Computer Systems 85 94 84 19§4238—.. 63.533 42,587 
Financial Services 82 80 ¥3 [BY ae pee Mee bb 41,953 
Personnel Admin. 139 144 142 13¢3306—4594510 39,824 
Program Admin. 5,343 5,144 5,396 135912°= 575987 31,562 
Other 72 iia 50 
Technical 
Drafting and Illus. 3 Z 2 LD), Dalat) 3.0 29,724 
Engineering and 
Scientific Support 8 7 8 14,041 —- 50,866 29317 
General Technical 4 4 4 1250308 10) ,00e 31,340 
Social Science Support 1 3 5 125 635e=4974164 295 367 
Administrative Support 
Clerical 2,280 2,364 2,366 12293 Zoe 1 aS PAR) 
Other 839 889 830 
Operational 
Gen. Labour and Trades 25 44 43 14,776 - 40,676 FV Oe ae. 
General Services 53 41 39 iE eso PR to he Pee Pode: 22,695 
Other 8 173 156 


__ ee ee 2 eee ee 
Note: The person-year columns display the forecast distribution of the 
authorized person-years for the Program by occupational group. 
salary range column shows the salary ranges by occupational group at 
October 31, 1985. The average salary column reflects the estimated base 


salary costs including allowance for collective agreements, annual 


The current 


increments, promotions and merit pay divided by the person-years for the 
occupational group. Year-to-year comparison of averages may be affected by 
changes in the distribution of the components underlying the calculations. 
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Approximately 53% of personnel are in the Program Administration 
category, reflecting the Department's major role in Customs and Excise 
tax administration. About 5.7% of personnel are in the Auditing catego- 
ry and carry out the verification process to ensure the collection of 
revenue due to the Crown and compliance with other aspects of legislat- 
ion administered by the Department. 


B. Cost Analysis 


Figure 29 shows the total program costs by activity. Included under the 
operating expenditure heading are the Department's operating and capital 
expenditures. Other costs include the costs of services provided with- 
out charge by other departments, but do not include depreciation or 
accommodation provided without charge by this department. The non-tax 
revenues shown consist of revenues from seizures and penalties, from 
special service charges on Customs operations and from other oper- 
ations. Figure 30 details the services provided to the Department 
without charge. 


Figure 29: Total Program Cost for 1986-87 ($000) 


(Thousands 1986-87 1986-87 1985-86 
of dollars) Operating Add Deduct Total Total 
Expend- Other Total Non-Tax Net Net 
itures Costs Cost Revenues Cost Cost 
$ $ $ $ $ $ 
Excise 73,643 6,499 80, 142 1,000 79,142 71,976 
Customs 305,771 $7,755 * 343,526" 19,,000749242526* = 30244967 
Corporate 
Administration 72,406 6,399 78,8054) 25000 76,805 68,044 


451,820 50,653 502,473 22,000 480,473 442,187 


Figure 30: Services Provided Without Charge by Other Departments 


($ 000) 
Description Estimates Estimates Estimates 
1986-87 1985-86 1984-85 
Department of Public Works 
Accommodation 34,100 33,880 33,980 
Department of Supply and Services 
Cheque Issue and Other Services 1,208 1,074 27501 
Treasury Board 
Employer's Share of Employee 
Insurance Premium 8,799 6,819 7,901 
Department of Labour 365 314 288 


Transport Canada Air Administration 
Accommodation at Various 
Canadian Airports 6,181 2,574 = 
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C. Revenue Analysis 


Figure 31 presents a breakdown of revenue collected by Customs and 
Excise for the years 1982-83, 1983-84 and 1984-85. Several factors have 
a direct impact on the amount of revenue collected in any given year. 
These include the general level of economic activity, changes in the 
rate of tax, expansions, restrictions or total withdrawal of exemptions, 
the imposition of new taxes or refund provisions, the effects of 
inflation, and the effectiveness of the Department's examination, 
verification and enforcement operations. 


Figure 31: Revenue by Class ($000) 


a 


1984-85 1983-84 1982-83 
ee a a EEE 
Customs 

Import duties 4,223,574 3°17 605575 3,288, 226 
Sales tax (imports) a5 0907. 1,341,526 1,093 , 699 
Other Excise taxes (imports) 69,490 65,248 60,710 
Sundry collections 17518 16.128 23i, 935 
a SEO ES TER NE ES a ee eee: Se ee ee 
Total revenue collected by 
Customs 5,819,599 5,189,470 4,456,570 
pe BY Oe ee a ee 
Excise 
Sales tax 6,549,959 5b 3,590 5,079,655 
Excise tax on gasoline 477,238 470,999 505,073 
Other Excise taxes 738,003 6635:125 6265322 
Excise duties 1,461,624 1,356,074 14927-4259 
Sundry collections 312 564 273 
Petroleum compensation charge 218i 5395 2325.83 33652 827 
Air transportation tax 22:5;,,0935 207,619 198,399 
Marketable pipeline gas and 
gas liquids tax 302,031 787,693 1,549,222 
Telecommunications 
Programming Services tax 44,829 28 , 236 one 
eee a ee ee ne ae ee a a ed ee 
Total revenue collected by 
Excise 12,586,484 11,413,383 12,886,030 
eo 2 een 
Total headquarters collections 2,168 29/6 56:22 
Bn peewee eee 9 eg Pek a 
Gross Customs and Excise 
revenue 18,408,251 16,605,829 17,344,227 
Less: refunds, drawbacks, 
credits (868,122) (755,947) (847 , 501) 
Me ely heen tes fee bee eee gt ee ee 
Net revenues B7 D40531 29 15,849,882 16,496,726 


OE ee ee a A 
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Gross collections increased by $1.8 billion or 10.9% in the 1984-85 
fiscal year. Customs revenue continued to show an increase which total- 
led $630 million or 12.1% over the 1983-84 fiscal year. The increase in 
Excise revenue of $1.2 billion or 10.3% was caused mainly by increases 
in sales tax of $980 million and the Petroleum Compensation Charge of 
$460 million. Partially offsetting these increases was the decrease in 
the marketable pipeline gas and gas liquids taxes of $485 million. 


While the 1% increase in the sales tax rate in October 1984 and the 
further 1% increase in January 1986 will cause a further increase in 
sales tax revenue in 1985-86, the elimination of the Petroleum 
Compensation Charge and marketable pipeline gas and gas liquids tax, 
effective June 1, 1985, will more than offset this increase. As a 
result, the 1985-86 gross revenue is expected to be less than the 1984- 
85 gross revenue. 


D. Statement of Operating Principles 


Customs and Excise operates on the principle that the vast majority of 
its public is willing to comply with the law, when informed, and when 
the law is applied in an equitable, uniform and responsive manner. It 
is the policy of the Department, therefore, to conduct its business in a 
manner that encourages and facilitates voluntary compliance and keeps 
the administrative requirements of the law to a minimum. To this end, 
the Department is committed to simplifying its service delivery 
mechanisms so that administrative impediments to voluntary actions are 
eliminated and cost and effort to ourselves and our clients are reduced. 


Notwithstanding the underlying assumption respecting the public's 
willingness to comply, inevitably there are some individuals who will- 
fully attempt to evade their obligations under the law for personal 
gain. In the performance of its duties, therefore, the Department must 
also pursue enforcement activities, being mindful that a balance be 
maintained between facilitation and enforcement. This balance is 
accomplished when the enforcement emphasis is placed on the detection of 
the few who do not comply. Accordingly, it is the policy of Customs 
and Excise to conduct enforcement activities on a selective basis so 
that neither facilitation nor compliance is compromised. 


In implementing its mandate, the Department will strive to 
continuously improve service to its publics. Service to the public 
relates both to the programs and services provided by the Department and 
to how we conduct ourselves in the delivery of these programs and 
services. We must therefore be aware and understanding of the changing 
public attitudes, taxpayers' concerns, new technology and commercial 
practices, and social changes in general if we are to be responsive. To 
this end, Customs and Excise management is committed to fostering an 
organization where innovation is encouraged and reflected through 
improvements in its management practices. 
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Effective communication with the public is an important aspect in 
the delivery of our services. The greater the citizen's understanding 
and appreciation of the law, the greater the likelihood for compliance. 
It is the policy of the Department that communications be directed at 
promoting an understanding of the rights and obligations of our publics 
in a complete and understandable form, including information about 
services, programs and facilities. As a consequence, the Department 
will regularly solicit the views of its client groups and actively 
promote consultation with them in the development of policies and 
initiatives or legislative issues to ensure their objectives are taken 
into account as well as ours. The Department will also pursue a policy 
of efficient decentralization of authority and responsibility so that 
its publics can more readily receive the information necessary to the 
conduct of their business. 


In addition, the Department recognizes that its human resources 
constitute its most important resource. The participation and contribu- 
tion of our employees to the success of departmental efforts is an 
inherent part of how the Department conducts its business. Therefore, 
the Department will also pursue a policy of enhanced internal com- 
munications and training that will prepare and support our employees to 
perform their duties. Further, it will ensure that all initiatives, 
systems-oriented or otherwise, will be undertaken only when their 
implications for our publics, staff and working environment are 
identified and understood by all parties. 


The Department also recognizes that a constructive union-management 
relationship is an important aspect of effective employee relations. 
Therefore, the Department is committed to dealing in a forthright manner 
with the applicable unions and to raising issues for which it seeks 
mutually satisfactory resolutions. 
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E. Acts Administered in Whole or in Part by Customs and Excise 


Act for carrying into effect a Treaty between Canada and the United 
States for the suppression of smuggling operations 

Aeronautics Act 

Animal Disease and Protection Act 

Atomic Energy Control Act 


Canada Agricultural Products Standards Act 
Canadian Commercial Corporation Act 
Canada Ports Corporation Act 
Canada Post Corporation Act 
Canada Shipping Act (Coastal Regulations) 
Canada Water Act 
Canadian Citizenship Act 
Canadian Dairy Commission Act 
Canadian Wheat Board Act 
Coastal Fisheries Protection Act 
Consumer Packaging and Labelling Act 
* Convention on International Trade in Endangered Species of Wild 
Fauna and Flora 
Copyright Act 
Criminal Code 
Cultural Property Export and Import Act 
Customs Act 
Customs and Excise Offshore Application Act 
Customs Tariff 


Department of National Revenue Act 
Diplomatic and Consular Privileges and Immunities Act 


Energy Administration Act 
Environmental Contaminants Act 
Explosives Act 

Excise Act 

Excise Tax Act 

Export and Import Permits Act 


Fertilizers Act 

Fish Inspection Act 

Fisheries Act 

Food and Drugs Act 

Fruit, Vegetables and Honey Act 


Game Export Act 
* This international convention is not an act of Parliament but is 


administered pursuant to the Export and Import Permits Act. 
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Hamilton Harbour Commission Act 
Harbour Commission Act 
Hazardous Products Act 


Immigration Act 
Importation of Intoxicating Liquors Act 
International Boundary Commission Act 


Livestock Pedigree Act 


Meat Import Act 

Meat Inspection Act 

Motor Vehicle Safety Act 
Motor Vehicle Tire Safety Act 


Narcotic Control Act 
Nova Scotia Offshore Retail Sales Tax Act 


Pest Control Products Act 

Plant Quarantine Act 

Precious Metals Marking Act 

Privileges and Immunities (International Organizations) Act 
Privileges and Immunities (NATO) Act 

Public Harbours and Ports Facilities Act 


Quarantine Act 


Radiation Emitting Devices Act 
Radio Act 
Railway Act 


Seeds Act 
Special Import Measures Act 
Statistics Act 


Textile and Clothing Board Act 
Textile Labelling Act 

Toronto Harbour Commission Act 
Trademarks Act 

Transport Act 


Visiting Forces Act 
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Part Ill 


Expenditure Plan 


The Estimates Documents 


The Estimates of the Government of Canada are structured 
in three Parts. Beginning with an overview of total govern- 
ment spending in Part I, the documents become increas- 
ingly more specific. Part II outlines spending according to 
departments, agencies and programs and contains the 
proposed wording of the conditions governing spending 
which Parliament will be asked to approve. The Part III 
documents provide additional detail on each department 
and its programs primarily in terms of the results expected 
for the money spent. 

Instructions for obtaining each volume can be found on 
the order form enclosed with part II. 


© Minister of Supply and Services Canada 1986 
Available in Canada through 


Authorized Bookstore Agents 
and other bookstores 


or by mail from 


Canadian Government Publishing Centre 
Supply and Services Canada 
Ottawa, Canada KIA 0S9 


Catalogue No. BT31-2/1987-III-37 Canada: $9.00 
ISBN 0-660-53194-1 Other countries: $10.80 


Price subject to change without notice. 


1986-87 Estimates 
Part III 


Revenue Canada 
Taxation 


Preface 


This Expenditure Plan is designed to be used as a reference document, 
and as such contains several levels of detail to respond to the various 
needs of its audience. 


This Plan is divided into three sections. Section I presents an 
overview of the Program and a summary of its current plans and perfor- 
mance. For those interested in more detail, Section II identifies, for 
each activity, the expected results and other key performance infor- 
mation that form the basis for the resources requested. Section III 
provides further information on costs and resources as well as special 
analyses that the reader may require to understand the Program more 
fully. 


Section I is preceded by extracts from Part II of the Estimates in 
order to provide continuity with the other Estimates documents. Also 
included are extracts from Volume II of the Public Accounts, provided as 
an aid in assessing the Program's Financial performance over the past 
year. 


This document is designed to permit easy access to specific infor- 
mation that the reader may require. The table of contents provides a 
detailed guide to the contents of each section and a financial summary 
in Section I provides cross-references to the more detailed information 
found in Section II. In addition, references are made throughout the 
document to allow the reader to find more details on items of particular 
interest. 


Table of Contents 
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Analysis by Activity 
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D. 


Returns Processing 

Compliance 

Notices of Objection and Appeals 
Administration 


Section III 
Supplementary Information 


A. 


Analysis by Object 

1. Expenditures by Object 

2. Personnel Expenditures 

3. Capital Expenditures 

4. Transfer Payments 

5. Program Cost Analysis 

Revenue Analysis 

Acts Administered in Whole or in Part by 
Revenue Canada, Taxation 

Provincial Tax Incentives Administered 
by Revenue Canada, Taxation 

Revenue Canada, Taxation Offices 


Extracts from Part II 
of the Estimates 


Appropriation Authority 

Authority is requested in these Estimates to spend $672,323,000 in sup- 
port of the Taxation Program. The remaining expenditures, estimated at 
$84,800,000 for contributions to employee benefit plans, will be made 


under existing statutory authority. 


Financial Requirements by Authority 


Vote (thousands of dollars) 1986-87 1985-86 
Main Estimates Main Estimates 


Taxation 
10 Operating expenditures 655,523 619,407 
15 Capital expenditures 16,800 14,143 
(S) Contributions to employee 
benefit plans 84,800 79,402 
Total Program 757 923 7VZ5952 


Votes - Wordings and Amounts 


Vote Department or agency 1986-87 

No. (dollars) Main Estimates 
Taxation 

10 Taxation - Operating expenditures, 


contributions and recoverable expenditures 

on behalf of the Canada Pension Plan and 

the Unemployment Insurance Act, 1971 655,523 ,000 
jai Taxation - Capital expenditures 16,800,000 


Extracts from Part II 
of the Estimates 


Program by Activities 


(thousands of 1986-87 Main Estimates 1985-86 
dol lars) Authorized Budgetary Total Main 
person- Operating Capital Transfer Sub- Less: Estimates 
years payments Total Revenues 
credited 
to the 
Vote 
Returns 
Processing 8,970 368, 155 8,204 soe IES /OL3D9 cases 376350842; 262 
Comp] iance 9,698 388,171 3,208 fo By eoIl 379 soe reeg9bes 7998874253 1 
Notices of 
Objection 
and Appeals 567 23 ,400 32 AD 23,432 won 3,432 25,544 


Administration 902 51,221 5,356 70 96,647 ose 56,647 52,018 


Less: Revenues 
credited to 
the Vote 90,694 -90,694 -81,7( 


20,137 830,947 16,800 70 ~=—- 847,817 =: 90,694 757,123 712,952 


1985-86 Authorized person-years 19,863 


Extract from Volume II 
of the Public Accounts 


Use of Appropriations for 1984-85 


(dollars) 
Main Total Actual 
Estimates Appropriations Use 


Budgetary 


Vote 5 - Operating expenditures, 
contributions and recoverable 
expenditures on behalf of the 
Canada Pension Plan and the 
Unemployment Insurance Act, 
1971 582,935,000 583,524,364 566,364,931 


Vote 10 - Capital expenditures 18,313,000 18,313,000 16,914,567 


Statutory - Contributions to 


employee benefit plans 69,267,000 79,823,000 79,823,000 
Statutory - Federal Court 

Awards - 107,914 107,914 

Total Program 670,515,000 681,768,278 663,210,412 


Se 


Section I 
Program Overview 


A. Plans for 1986-87 
1. Highlights 


Program Restraint Plan: To contribute to the achievement of the Federal 
Government's objective of rationalizing the Public Service, the Depart- 
ment has developed a plan to cap growth in person-years by further auto- 
mating taxpayer services where it is financially and technically 
feasible and by rationalizing or eliminating programs without signifi- 
cantly affecting either revenue collections or services to the public 
(see page 16). 


Legislative Changes: The Department has obtained approval to increase 
its person-year and financial resources by 274 and $10,185,000 respec- 
tively to implement changes to the administration and regulations of the 
Income Tax Act (see page 16). 


Tax Planning Rulings: Recent court decisions have made it necessary 
for the Department to deal with taxpayer requests for rulings about 
possible transactions undertaken primarily or solely for tax planning 
reasons. Resources to improve the service will be provided from within 
approved reference levels (see page 17). 


New Office: A new district office will be opened in Scarborough to 
better serve the taxpayers of the Toronto area. The resources required 
to operate the new office will be absorbed from the Department's exist- 
ing reference level (see page 17). 
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2. Financial Summary by Activity 
Figure 1: Financial Summary by Activity ($000) 


Estimates Forecast For Details 
1986-87 1985-86 Change See Page 


Returns Processing 376,359 3358982 42,377 22 
Compliance 391,379 382,109 9,270 29 
Notices of Objection 

and Appeals 23 432 26,102 (2,670) 40 
Administration 56 ,647 52,462 4,185 44 


847,817 794,655 53,162 


Less: Revenues credited 
to the Votel 90,694 81,703 8,991 


757,123 INZ BDZ 44,171 

Authorized person-years 20,137 19,9182 219 
1 p~mounts recoverable from the Canada Pension Plan account, Canada 
Employment and Immigration Commission for administering certain parts 


of the Canada Pension Plan and the Unemployment Insurance Act, 1971 
and from Statistics Canada to assist in the 1986 Census. 


Mh 


Includes 55 person-years approved for inclusion in Supplementary Esti- 
mates to administer the Gasoline and Diesel Fuel Tax Rebate Program. 


Explanation of Change: The increase in person-years is required to 
implement recent changes in legislation as a result of the May 1985 
Budget pertaining to the Minimum Income Tax, Taxes in Dispute, Capital 
Gains Tax, Pension Reform and the Research and Development Program. 


The additional financial requirements of $53.1 million in 1986-87 
Over the 1985-86 forecast are comprised of the following major items: 


& increases in salaries and contributions to employee benefit 
plans to cover wage adjustments and salaries for new personnel 
amount to $44 million; 


e other operating expenditures are increasing by $6.5 million to 
compensate for forecasted volume increases in purchased ser- 
vices such as postage, printing, rental and maintenance of EDP 
equipment, and consulting fees for the Research and Develop- 
ment Program. The Department has not requested incremental 
funds for inflationary cost increases; and 
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additional costs of $2.6 million in capital expenditures to 


expand the use of computers and communications technology to 
process taxpayer returns and to improve responses to taxpayer 
enquiries. 


Figure 2: 1986-87 Expenditures by Activity 


(Percentage Distribution) 


Administration 
7% 


Notices of Objection 
and Appeals 
3% 


Returns 
Processing 


B. Recent Performance 


1. Highlights 


Highlighs of Program Performance during 1984-85 were: 


Improvement of Taxroll Services: The gradual conversion of 
taxpayer information to a computerized form for rapid storage 
and retrieval is being implemented across Canada. The system 
makes available on computer terminals essential income, deduc- 
tions and exemptions data from personal tax returns. This has 
substantially reduced the requirement to draw and refile tax- 
payer returns, thereby making it possible to respond to tax- 
payer enquiries more quickly (see page 20). 
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e Improved Telephone and Telecommunications Services: The tele- 
phone enquiry service, which now receives over 6 million 
enquiries annually, is a major departmental operation. In 
1981 the toll free long distance service was converted from 
the Zenith to the "800" or direct dial service, resulting in 
substantial savings. Telephone queuing which allows enquiry 
officers to take calls in the sequence received is now being 
used in many district offices, as a result of tests showing 
that it enables offices to handle more calls (see page 21). 


ee Review of Financial Performance 


Figure 3: 1984-85 Financial Performance ($000) 


1984-85 
ain 
Actual Estimates Change 
Returns Processing 2953273 3107323 (15,050) 
Compliance 349-0176 352,086 (8,910) 
Notices of Objection and Appeals 24,858 25,645 (787) 
Administration 65,736 5o.512 7,424 


729,043 746,366 (17,323) 


Less: Revenue credited to the Vote 655032 Pia\etotey 10,019 
663,211 67.0'5515 (7,304) 
Authorized Person-Years 193257 19,338 (81) 


Explanation of Change: Actual financial requirements were approximately 
$7 million less than the Main Estimates or 1.1% less than forecasted. 
Total expenditures amounted to $17 million lower than planned, and 
actual revenues were $10 million under budget. The variance in actual 
expenditures consisted of $3 million for salaries and contributions to 
employee benefit plans, $13 million for other operating costs and $1 
million for capital expenditures (Details of variances are provided by 
activity). 
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C. Background 
1. Introduction 


The Department of National Revenue, Taxation operates one program which 
is under the direction of a Deputy Minister who reports to the Minister 
of National Revenue. 


The Department administers income tax legislation for the federal 
government, collects personal income tax on behalf of all provinces 
except Quebec, corporate income tax on behalf of all provinces except 
Alberta, Ontario and Quebec and collects employee and employer contribu- 
tions under the Canada Pension Plan and employee and employer premiums 
for Unemployment Insurance. 


The Department of Finance has responsibility for tax policy and 
amendments to the Income Tax Act. National Revenue, Taxation provides 
advice on the administrative feasibility of proposed tax measures and 
provides a statistical service used in the development of tax policy. 


2. Legal Mandate 


The Department exists by virtue of the Department of National Revenue 
Act which charges it with the "control, regulation, management and su- 
pervision of internal taxes including income taxes and succession 
duties". 


The Minister of National Revenue is the responsible Minister for 
Part I of the Canada Pension Plan and for Part IV of the Unemployment 
Insurance Act, 1971. 


The Department also administers the Petroleum and Gas Revenue Tax 
Act as well as International Tax Agreements signed with a large number 
of countries aimed at promoting the exchange of information between 
treaty partners and to avoid the double taxation of foreign-earned 
income by their respective citizens. 


The Department collects income taxes for the provinces under agree- 
ments entered into by the Minister of Finance with the provincial gov- 
ernments concerned according to provisions of Part III of the 
Federal-Provincial Fiscal Arrangements Act. 


3. Program Objective 


The objective of the program is “To administer and enforce the Income 
Tax Act, various federal and provincial statutes related thereto, in- 
cluding parts of the Canada Pension Plan and the Unemployment Insurance 
Act, 1971 and various provincial tax credit plans". 
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4. Program Organization for Delivery 


Activity Structure: The four activities of the program are Returns Pro- 
cessing, Compliance, Notices of Objection and Appeals and Administra- 
tion. For the purposes of internal planning and resourcing, two of the 
activities are broken out into a number of sub-activities as shown in 
Figure 4, 


Figure 4: Activity Structure 


Taxation 
Program 


Notices of 
Objection 
and Appeals 


Returns 


i ian 
Processing Compliance 


—— 
SAITIAIOW 


Administration 


Tax Evasion 


Public - 
Audit Investigations 


Enquiries 


Taxpayer 
Requested 
Adjustments 


Collection of 
Billed Taxes 


Delinquent 
Action 


Sal2IAN9e-Qns 


Returns Source 
Processing* Deductions 


Examination 


* The term Returns Processing is used to characterize an entire activity 
as well as one of the sub-activities. The resources included in the 
sub-activity are used for all the operations which lead to the 
issuance of an assessment notice, including associated electronic data 
processing operations. 


Organization Structure: The Department is organized into six broad 
sectors or branches each reporting to the Deputy Minister. 


The Assistant Deputy Minister, Policy and Systems Branch, is in 
charge of directorates which give functional direction to field offices 
in matters concerning tax assessment, collections and compliance. The 
Branch also provides central computer services in the form of various 
data bases and programs which are used by field personnel when recording 
and assessing returns, maintaining records of collections, monitoring 
Source deductions and answering questions from taxpayers. 


The Assistant Deputy Minister, Legislative and Intergoverninental 
Affairs Branch, manages directorates which provide tax rulings and in- 
terpretation bulletins, register charitable organizations and pension 
plans and serve as the point of liaison with the provinces and countries 
with which tax treaties exist. 
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The Assistant Deputy Minister, Management Services Branch, directs 
the personnel, finance, administration and training services of the 
Department. 


The Assistant Deputy Minister, Communications and Corporate Devel- 
opment Branch, coordinates the activities of a number of directorates, 
including Corporate Projects and Strategic Planning Directorate which 
develops departmental strategic plans, Internal Audit and Evaluation 
Directorate which conducts internal audits and program evaluations, and 
the Communications Directorate which is responsible for public relations 
activities. 


Four Assistant Deputy Ministers are responsible within designated 
regions for the application of departmental programs and policies across 
Canada. This is done by coordinating the activities of the taxation 
centres, district offices and sub-offices in their respective regions. 
A total of 7 taxation centres, 30 district offices, and 5 sub-offices 
report to the regional Assistant Deputy Ministers. 


The Director General, Appeals Branch, establishes policies and 
guidelines for dealing with notices of objection and appeals submitted 
by taxpayers who do not agree with their tax assessment. Taxation cen- 
tres and district offices have an appeals division for the processing of 
notices of objection. These are under the direction of the Director 
General of Appeals. 


The distribution by organization and activity is shown in Figure 5. 


Figure 5: 1986-87 Resources by Organization and Activity ($000) 


DEPUTY MINISTER 
TAXATION 4 
BP-y 


RETURN: 


OBJECTION AND. 
APPEALS 


* Includes resources in the four regional ADMs' offices, the 7 taxa- 
tion centres, 30 district. offices, and 95 sub-offices with the 
exception of the Appeals resources. 
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D. Planning Perspective and Performance Review 
1. Environment 


Strategic planning is based on assumptions about the number of antici- 
pated tax returns, forecasted levels of compliance and expected produc- 
tivity improvements as a result of the increased application of computer 
technology to operations. Since changes in tax legislation can and do 
have a significant effect on departmental operations, Taxation consults 
closely with the Department of Finance about proposed changes to the 
Income Tax Act well in advance of the date they are due to become effec- 
tive in order that person-year and financial resource requirements can 
be determined for Estimates purposes. 


Workload: The best single indicator of the volume of work is the number 
of tax returns. Increases in the number of returns filed reflect such 
factors as the growth in population, labour force participation rates, 
Changes in per-capita income, and the introduction of new tax initia- 
tives by the federal and provincial governments. 


In addition to personal and corporate tax returns, there are many 
other types of documents which the Departinent receives and processes. 
These include returns of trusts, employer remittances, instalment pay- 
ments by the self-employed and corporations, annual T4 statements of 
salaries and wages, information slips concerning other types of income 
and the applications and other documents associated with registered 
charities. The growth in the number of returns by year is illustrated 
in Figures 6 and 7. The introduction of the Child Tax Credit caused the 
substantial increase in 1979 in the figure below. 


Figure 6: Millions of Personal Tax Returns Filed by 
Calendar Year 


1978 1979 1980 1981 1982 1983 1984 1985 1986 
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Figure 7: Thousands of Corporation Tax Returns Filed 
by Tax Year 


800 


1977 1978 1979 1980 1981 1982 1983 1984 1985 


Technology: The Department has a history of success in using computers 
to process high volume work, to provide quick response to taxpayer en- 
quiries, and to support almost all other facets of its work. Communica- 
tions technology has been combined with computer technology to link the 
taxation centres and district offices to data bases at the Ottawa compu- 
ting centre, which facilitates assessing, collections, recording of 
source deductions and other operations throughout the country. The 
expanding use of computers and communications technology has, however, 
only partially bridged the gap between workload increases and the growth 
in staff. Since these technologies continue to improve and to become 
less expensive, the planning perspective assumes increasing reliance 
upon them. 


Compliance: In support of the self-assessment system, the Departient 
verifies that taxpayers are complying fully with the law. In carrying 
Out such activities, the Department is discharging its responsibilities 
to the vast majority of Canadians who pay their fair share of taxes 
honestly. In cases where either income or deductions are claimed that 
are not in accordance with the law, corrective actions are taken. Com- 
pliance activities include the audit of corporations and the self- 
employed; the audit of employer payrolls to ensure that deductions at 
source for Income Tax, C.P.P. and U.I. are made and remitted; the detec- 
tion of those who do not file tax returns but who should; the investiga- 
tion and prosecution of those who attempt to avoid taxes by fraudulent 
or criminal means; collection actions taken against those who do not 
choose to arrange to pay their taxes as finally agreed; the matching of 
information slips (e.g. T4's) against income reported; and _ post- 
assessing examination of selected claims for deductions or exemptions of 
a type that experience has shown are subject to abuse. 


(Program Overview) 15 


Planning for compliance activities concentrates on the distribution 
of resources to strike a balance between two desirable effects: the en- 
couragement of compliance and the production of additional revenues. 
The production of additional revenues is a surrogate measure of effec- 
tiveness; if the result of compliance activities is the receipt of addi- 
tional revenues due the Crown, then it may be assumed the Department is 
applying its resources in areas that are appropriate. 


2s Initiatives 


Program Restraint Plan: At the time the May 1985 Budget was presented 
to Parliament, the government announced a Public Service Rationalization 
Program with the intention of streamlining programs and services. In 
response to this initiative, Taxation undertook a major review of its 
operations and a plan was presented to Treasury Board. The Department 
proposed to cap the overall growth in person-years despite the increase 
in its regular workload. Person-year savings were identified through 
program adjustments and by increasing the applications of computer tech- 
nology to further improve productivity. The Department, therefore, 
faces the onerous task of processing greater numbers of corporate and 
individual tax returns of increasing complexity, with fewer resources in 
proportion to the volume of tax returns. In adopting the proposed plan 
the Department will strive to ensure that the impact on revenue collec- 
tion and levels of service is minimal. 


Legislative Changes: In the May 1985 Budget, the Minister of Finance 
announced a series of legislative amendments to the administration of 
the Income Tax Act. The following is an outline of the major changes 
which affect the person-year and financial resource requirements of the 
Department. 


Research and Development Program: The Scientific Research Tax 
Credit was originally introduced in January 1984 with the aim of encour- 
aging companies and entrepreneurs to invest in high-technology research 
programs by granting tax refunds. This legislation was changed in the 
May 1985 budget by the Minister of Finance. To ensure that past pro- 
blems of the program relating to the eligibility of expenditures for tax 
credits, among others, are overcome, the legislation provides for all 
research and development claims to be assessed and audited before a 
refund credit is made. To assist auditors in deciding on the scientific 
merits of claims, outside experts will be hired to provide opinions on 
the legitimacy of the requests. Person-years will be increased by 115 
at a cost of $5,393,000 in salaries and other expenditures for this 
program. 


Collection of Disputed Tax: New legislation on disputed income tax 
assessments provides that taxpayers filing a notice of objection within 
the prescribed time limit are not required to pay a disputed amount of 
tax until such time a court hearing has taken place. For those tax- 
payers who proceed to court, this means that collection action is now 
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delayed until a court has handed down its decision. And, if the tax- 
payers proceed to appeal, they will have the right at that point to 
provide security rather than pay the disputed tax. In addition, the 
legislation provides also that taxpayers may apply for a refund where 
taxes in dispute have already been paid. However, the Department will 
have the right to initiate immediate collection action or to refuse to 
refund a disputed amount if it is reasonable to believe that eventual 
collection of the tax could be in jeopardy. Person-years will be 
increased by 41 to deal with an expected increase in workload associated 
with this change in legislation. 


Capital Gains Tax: Tax treatment of capital gains has been signi- 
ficantly changed with the proposed introduction of a lifetime exemption 
for individuals on the first $500,000 of capital gains. The exemption 
will take the form of a special deduction in computing taxable income, 
expected to begin in 1985, and will be phased in over the next five 
years. The capital gains exemption will be applied on the basis of 
lifetime capital gains less losses, and will require accurate record 
keeping as individuals continue to build towards the lifetime exemption 
limit. It is anticipated that the Department will have to respond to 
taxpayer requests for information regarding exemptions claimed, exemp- 
tions available and unclaimed capital losses. To handle the increased 
workload, it is estimated that 11 person-years will be required at a 
cost of $340,000. 


Minimum Income Tax: The Minister of Finance has announced that a 
minimum tax will be introduced effective January 1, 1986. This measure 
will have the effect of limiting the amounts of income that can be shel- 
tered from taxation. Although the tax is targeted at about 50,000 tax- 
payers, it will be necessary to examine many other returns to ensure 
that certain types of income and deductions subject to the minimum tax 
are not overlooked. The proposed legislation has a carry-forward fea- 
ture which will require reviews of previous year returns. Fifty-six 
person-years are required to administer the minimum tax provision and be 
is estimated that additional revenues of $300 million will be generated. 


Tax Planning Rulings: For many years, the Department has been providing 
an advance rulings service to taxpayers wanting to know the likely tax 
consequences of complex business transactions. Recent court decisions 
have made it mandatory for the Department to extend this service to in- 
clude the review of taxpayer requests for rulings about possible trans- 
actions undertaken solely for tax planning purposes. In addition, the 
practice of publicizing advance rulings of broad general interest will 
be resumed. This enhanced service will have to be provided without any 
increase in resources. 


New Office: A new district office will be opened in 1986-87 in 
Scarborough to better serve taxpayers in the Toronto area. The Depart- 
ment is planning to open another district office in 1987-88 in 
Mississauga. The existing downtown Toronto office will be maintained. 
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This combination of offices will make the Department more accessible to 
taxpayers in the Toronto area. In addition to increased taxpayer ser- 
vice, these new offices will allow the Department to achieve greater 
efficiency. Finally, they will ensure a more effective service simply 
by being closer to taxpayers. 


3. Update on Previously Reported Initiatives 


Expanded Training: More and better training was identified as essential 
to improving the quality of tax administration. Immediate action to im- 
prove accurate, knowledgeable application of the law was seen as a 
critical precondition to regaining public confidence in the fair admin- 
istration of the self-assessment system. The Department has accordingly 
developed a plan to increase the number of hours of training and quality 
of training offered to its employees. 


The training initiatives implemented in 1985-86 concentrated on: 
0) improving the specialized knowledge of auditors and assessors; 


0) improving the overall knowledge of employees, especially those 
with taxpayer contact; and 


0 improving employee communications skills. 


In the 1985-86 fiscal year, significant additional resources were 
allocated to training to fund these initiatives. 


A course in communications has been prepared and presented to all 
Collections staff. A revised communications course for Enquiries staff 
is currently being implemented. 


In the area of tax law training, new courses on International 
Transactions and Partnerships have been designed and partially implemen- 
ted this year. Future plans include a course on Corporate Reorganiza- 
tions and one on the Insurance Industry concepts. Outside courses have 
been purchased and provided on Banking and the Oil and Gas Industry as 
well as basic and in-depth self-study tax law programs. 


A qualification improvement program for professional trainers 
covering eight specialty courses has been implemented. An improved 
course for managers in the preparation of employee performance apprai- 
Sals was also implemented. 


The plan developed at the commencement of 1985-86 is well under- 
way. A large number of initiatives started this year will impact 
favourably on training for a number of years to come. 

Enhancement of Taxpayer Services: Seasonal Tax Assistance Centres and 
Seasonal Tax Information Clinics have now been in operation for two com- 
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plete filing seasons. Based on their success, it is planned now to con- 
tinue these services on an annual basis, aS a permanent feature of our 
services to taxpayers. Over 72,000 taxpayers were served during the 
1985 filing season who might otherwise not have had the opportunity to 
visit a district office. Due to the favourable public reaction through- 
out the country, the services offered in numerous centres are being 
expanded for the 1986 filing season. For the 1986 filing season, over 
170 Public Information Clinics will be opened in smaller communities 
where the volume of taxpayers does not warrant a more lengthy stay. 


Communications: The Department annually receives over 6 million tele- 
phone calls from taxpayers at 5/0 public enquiry positions located in 28 
district offices. It has, to date, competitively acquired and installed 
a total of 372 automatic call distributor and call sequencer stations 
replacing rented key sets. As a result, in the 1985-86 Public Enquiries 
Program, over 75% of the calls received will be served through automated 
telephone systems explicitly designed to meet the program's service and 
quality objectives. 


The Department also prepares 4.3 million letters to taxpayers at 
540 keying stations located in the word processing units of 7 taxation 
centres and 30 district offices. The department has started a gradual 
phase-out of electro-mechanical typewriters and replacement by standard 
micro-electronic equipment in order to accommodate increasing correspon- 
dence workload without a corresponding increase in word processing 
person-years. To date 200 keying stations have been converted, with at 
least one word processor in each field office. This will result in more 
timely and high quality written communications with taxpayers. 


Increasing the Level of Verification of Tax Payable by Non-Residents: 
A Non-Resident Project Team was formed in March 1983 to review the poli- 
cies and procedures relating to the taxation of non-residents with par- 
ticular emphasis being placed on those rendering services or carrying on 
business in Canada. 


The main objectives of the group are to determine ways to: 


0) reduce the tax leakage through increased control over the pro- 
cessing of the non-resident returns; 


0) ensure a more consistent application of the law; and 


0) improve information available to the Public as well as Depart- 
mental staff. 


Effective January 1986, tax returns for all immigrants, emigrants 


and non-residents are being centralized at the Ottawa Taxation Centre to 
establish better control. 
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Directives have been prepared outlining policies and procedures to 
assist auditors in processing returns. Non-Resident Audit Teams have 
been established in specific district offices throughout the country. 


Reducing Unpaid Taxes: The value of accounts receivable has grown dra- 
matically over the past six years, increasing from $1.25 billion as at 
March 31, 1979, to $3.9 billion as of October 31, 1985. The number of 
outstanding accounts increased from 927,000 to 1,252,600 during the same 
period. 


In 1985-86, 320 additional person-years were assigned to the Col- 
lections activity to begin to reduce the levels of receivables, particu- 
larly those that have been outstanding for long periods of time. Train- 
ing for all collectors was expanded to sensitize them to taxpayers' 
financial problems and to develop their interviewing and negotiating 
Skililis; 


It is anticipated that significant improvements in reducing both 
the value and number of outstanding accounts will be made in 1986-87 as 
a result of improved training for all employees and the experience 
gained by the new collectors. 


Improvement of Taxroll Services: The coding of taxpayer information to 
a computerized form for rapid storage and retrieval has been implemented 
across Canada. The system now makes available on computer terminals 
essential income, deductions and exemptions data on personal tax returns 
for three previous years. Five years of data will be available in 
1987-88. This has reduced substantially the requirement to draw and 
refile taxpayer returns, thereby making it possible to respond to tax- 
payer enquiries more quickly. The Department has also implemented a 
system of numeric filing of personal tax returns in its taxation centres 
and district offices that has eliminated the need for manual sorting in 
alphabetical order when returns are filed. 


These measures have increased productivity by reducing person-year 
requirements by 300 over the past three years; the application of simi- 
lar measures to corporate tax returns is expected to save an additional 
30 person-years by 1988-89. At the same time, the changes will have 
produced dramatic reductions in the turnaround time between receipt of a 
taxpayer enquiry and its resolution. 


Upgrade of Taxation Cashiering System: In 1983-84, the Department 
undertook to review and improve its cash processing system in order to 
reduce the time required for depositing cheques. A feasibility study 
resulted in a decision to use data entry terminals and direct access 
data to improve the system supplemented by the purchase of special 
equipment. The pilot project conducted in 1985 in Ottawa and Sudbury 
was completed with the development of various procedural changes. The 
new direct data entry system was introduced in January of 1986. 


20 (Revenue Canada, Taxation) 


Improved Telephone and Telecommunications Services: The Department's 
program to replace rented telephone equipment with a wholly owned system 
connected to the telephone companies' network is forecasted to be com- 
pleted by 1993. This initiative and other changes, such as converting 
the toll free long distance service from Zenith to the "800" or direct 
dial, will produce substantial savings estimated at $7 million over a 
ten-year period. Service has been enhanced with the introduction of te- 
lephone queuing which allows enquiry officers to take calls in the 
sequence received. The new equipment offers features which have im- 
proved both internal as well as service to the public. 


4. Program Effectiveness 


The ultimate measure of program effectiveness would be the extent of 
compliance with legislation administered by Taxation. Full compliance 
would be realized where all taxpayers reported income from all sources, 
claimed precisely those exemptions and deductions to which they were 
legally entitled, no more and no less, and paid their tax liabilities in 
Ae 


The difference between full compliance and what the Department is 
able to assess and collect is commonly known as the tax-gap. In spite 
of periodic attempts to translate the concept into useable terms, mea- 
surement has proven elusive. As a result, the measurement of program 
outputs is used as a proxy for program effectiveness measurement. These 
results are discussed in the Analysis by Activity section of this docu- 
ment. 


In addition, the Department's program evaluation function does con- 
duct periodic examinations of the effectiveness of individual components 
of the Taxation program. Three evaluations were completed in the last 
year: Taxpayer Requested Adjustments, Tax Evasion Investigations and 
Income Tax Appeals. The findings and conclusions of these evaluation 
studies are reported under their respective activities in Section is, 
Analysis by Activity (For Taxpayer Requested Adjustments, see page 21; 
for Tax Evasion Investigations, see page 36; and for Income Tax Appeals, 
see page 43). 


Program evaluation work is now in progress on the following compo- 


nents: Matching Adjustments, Payroll Deductions and Reassessing Pro- 
jects. 
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Section II 

Analysis by Activity 

A. Returns Processing 
Objective 


The objective of the Returns Processing activity is to foster self- 
assessment by the taxpayer. 


Resource Summary 


Forecasted operating and capital expenditures of $376 million allocated 
to the Returns Processing activity amount to approximately 44% of the 
total departmental planned expenditures in 1986-87. Person-year resour- 
ces assigned to this activity account for 45% of the total human resour- 
ces of the Department for 1986-87. 


Figure 8: Activity Expenditures ($000) and Person-Years 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
$ P-Y $ P-Y $ p-Y 
Public Enquiries 50,060 1,589 SPO = e505 doe S17 el ato 
Taxpayer Requested 
Adjustments 27,531 900 26,837 866 24,747 849 
Returns Processing 298,768 6,481 255),5/8smos4199 2245009 863286 


376,359 8,970 3335982078, 790) #8295,203 689553 


Salaries for this activity, which amount to 75% of the total oper- 
ating budget, are forecasted to increase by approximately $24.9 million 
to cover wage adjustments and salaries for new employees. Included are 
salary expenditures of $8,878,000 for casual employees who will assist 
in the 1986 Census. 


Other operating expenditures are increasing by $8.6 million to com- 
pensate for anticipated volume increases for purchased services such as 
postage, printing, EDP rentals and maintenance expenses. 


Capital expenditures are forecasted to increase by $0.6 million for 
additional equipment to further automate operations. 
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Additional person-years are required as a result of changes in 
legislation announced in the May 1985 Budget pertaining to Minimum 
Income Tax, Pension Reform, Capital Gains Tax and Taxes in Dispute. 


Figure 9: 1986-87 Returns Processing Expenditures by 
Sub-Activity (Percentage Distribution) 


Public 
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Figure 10: 1984-85 Financial Performance ($000) 
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1984-85 
Main 

Actual Estimates Change 
ceemee ts WASYt lah 2tr 3h Saentemss aft is ayes) at ese see 

$ P-Y $ p-Y $ P-Y 
a my eels Ge fee ee 
Public Enquiries 46,517 1,418 53,792 1,526 (7,275) (108) 
Taxpayer Requested 

Adjustments 24,747 849 22,636 799 2,111 50 

Returns Processing 224,009 6,286 233,895 6,227 (9,886) 59 


295 9273) 82553) 13 10,3232 °S, 552915050) 1 
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Explanation of Change: Financial requirements for the Returns Process- 
ing activity were $15 million lower than originally estimated for the 
following reasons: 


0) Postage and printing costs were significantly lower ($5 mil- 
lion) than forecasted. In addition to a slight decrease in 
volume, the Department successfully negotiated better prices 
than expected for printing. 


0) Additional savings have also been realized in telecommunica- 
tions services because of fewer toll free long distance calls 
by taxpayers and savings resulting from the implementation of 
a 10-year telephone and telecommunications services plan. 


0) EDP rentals in the amount of $8.5 million are included in the 
1984-85 Main Estimates but the related expenditures are 
ascribed to the Administration activity. See page 46. 


Description 
This activity consists of the following sub-activities. 


Public Enquiries: The Department receives a very large number of enqui- 
ries of varying complexity, ranging from taxpayers requesting informa- 
tion about the status of an expected refund, to an explanation of the 
applicability of some deduction or exemption, to an advance ruling as to 
the tax consequences of a proposed corporate reorganization. 


Enquiries may be made by telephone to district offices where a no- 
charge long distance service is available to taxpayers; by appearing in 
person at a district office; or by correspondence, generally directed to 
a taxation centre. 


The Department has assigned a very high priority to answering en- 
quiries in the belief that information readily accessible to taxpayers 
facilitates the self-assessment process. Nonetheless, the quality of 
this service, in terms of the promptness of its delivery, is highly 
dependent on available resources. 


Taxpayer Requested Adjustments: A taxpayer may submit additional docu- 
ments concerning a return recently filed and awaiting assessment. Or, a 
taxpayer may request, on the basis of new documentation, that an already 
assessed return be re-opened as long as not more than three years have 
elapsed since the original assessment. The processing of these adjust- 
ments is accorded a very high priority in terms of resource allocation. 


Returns Processing: This sub-activity encompasses the receipt of re- 
turns in taxation centres; the information encoding and correction of 
returns for apparent errors; the transmission of data to the computing 
centre; the assessing of the return; the issuance of an assessment 
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notice, usually with either a refund or a demand for payment; the re- 
cording and banking of all payments received from taxpayers; and the 
filing of returns in Taxroll. 


Performance Information/Resource Justification 


Public Enquiries: In 1986-87, the Department will continue to concen- 
trate its efforts on improving the public enquiries service to tax- 
payers. This initiative, which was started in 1985-86, involves improv- 
ing the first time response to telephone calls, thus reducing the number 
of lost calls, and upgrading the skills of the employees replying to 
taxpayer questions. 


In 1985-86, 11 Seasonal Taxpayer Assistance Centres and 24 Seasonal 
Tax Information Clinics were operated in selected Canadian cities to 
increase the capacity to answer enquiries in person. This concentrated 
effort should result in a lower number of taxpayer requested adjustments 
subsequent to the filing of a tax return. 


In 1986-87, five of the existing 24 Seasonal Tax Information 
Clinics have been designated as Seasonal Taxpayer Assistance Centres 
making a total of 16. Also, over 170 Public Information Clinics will be 
available to taxpayers for assistance in completing tax returns. These 
refinements in the operations of temporary offices, which were started 
two years ago are a result of an evaluation that was carried out to 
determine the effectiveness of this service program. 


Person-years shown in Figure 11 are those strictly devoted to the 
handling of public enquiries. Other person-years devoted to the hand- 
ling of public enquiries, such as those involved in initiating informa- 
tion releases to the public, or providing rulings and interpretations, 
are not included in Figure ll. 
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Figure 11: Public Enquiries by Type and Associated Person-Years 


Enquiries 
Total Handled 
Tele- Corre-  Enqui- Associated per 
phone Counter spondence ries Person- Person- 
(000) (000) (000) (000) Years Year 
1981-82 Actual 63276 nl, 22) 151 7,548 73120 10,326 
1982-83 Actual 6,465 1,128 138 vee! 759.0 10,186 
1983-84 Actual * es 140M A389 139 8,418 758.8 11,094 
1984-85 Actual 6, Sse A090 123 13396 804.8 9, 190 
1985-86 Forecast 6, 342° 0, 215 146 7,703 847.1 9,093 
1986-87 Estimates 6,456 1,244 151 7,851 867.1 9,054 


* Public Enquiries recorded a significant increase in 1983-84 as a re- 
sult of taxpayers’ concerns about delays in delivery of their 1982 tax 
refund due to the late passage of Bill C-139. The forecasts for 
1984-85, shown in last year's Estimates document, were based on the 
1983-84 actuals and proved to be too high when compared to actual. 
Enquiries handled per person-year have decreased since 1984-85 due to 
more time spent answering individual queries. 


Taxpayer Requested Adjustments: Person-years shown in Figure 12 are 
those devoted solely to the handling of taxpayer requested adjustments, 
which have been increasing in complexity over the years. Also associ- 
ated with the sub-activity are person-years involved in adjusting infor- 
mation returns which are not included in Figure 12. 


Additional person-years to avoid backlogs and provide more prompt 
responses to taxpayer requested adjustments were provided for in 
1984-85. This had some effect in reducing the number of income tax 
Objections and appeals as shown in Figure 33. 
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Figure 12: Taxpayer Requested Adjustments by Type and Associated 
Person-Years 


Tl T2 jm 
Individual Corporation Trust 
Returns Returns Returns Total Associated Adjustments 


Adjustments Adjustments Adjustnents Adjustments Person- Per 
(OUU) (000) (000) (000) Years — Person-Year 

1981-82 Actual 825 88 6 919 656.0 1,401 
1982-83 Actual 923 122 7 1,052 602.0 1,748 
1983-84 Actual* 842 148 it 1,001 605.0 1,655 
1984-85 Actual 1,011 148 7 1,166 764.3 1,526 
1985-86 Forecast 1,009 168 12 1,189 ZLle2 1,672 
1986-87 Estimates 1,052 171 13 1,236 731.0 1,691 


* In 1983-84, the late passage of legislation delayed issuance of 
assessments. This allowed the Department to process a significant 
number of Tl taxpayer requested adjustments as part of the original 
assessment. As a result, taxpayer requested adjustments for Tl re- 
turns during 1983-84 show a decline. Normal growth is forecasted for 
1985-86 and subsequent years. 


Program Evaluation Study: An evaluation study was completed on 
this sub-activity in 1984-85 in order to determine the reasons for the 
large increases in taxpayer requested adjustments during the past five 
years and to review the level of service given to taxpayers. 


The study indicated that the number of taxpayer requested adjust- 
ments could be reduced by improving communications with taxpayers before 
initiating changes and allowing sufficient time for all taxpayers to 
respond to requests for information. It also indicated that new legi- 
slation as well as requirements of legislation which annually cause the 
greatest number of requested adjustments should be publicized effective- 
ly. With respect to the level of service, the study found that even 
though the departmental target to process requests within eight weeks 
was met only in three out of ten cases (mainly due to the need for addi- 
tional time to contact taxpayers not fully taken into account in the 
eight week target), the majority of taxpayers surveyed (59%) felt that 
the 1983 level of service met or exceeded their expectations, 44% of the 
taxpayers surveyed received a final answer within eight weeks of their 
requests and 89% of these found this level of service acceptable. The 
ensuing increases in times devoted to taxpayer contact, as well as in 
time permitted to taxpayers to respond to our queries, has probably 
helped in reducing both taxpayer requested adjustments and Notices of 
Objection in 1985-86 (see figure 33). 


(Returns Processing) 27 


Returns Processing: Results are measured by the number of tax returns 
processed per person-year. The production rate varies over time 
because of the change in complexity of the average return. 


Figure 13 shows the number of notices of assessment issued for re- 
turns processed in each fiscal year. A return is counted as processed 
when the notice of assessment is sent out. From January to March 1983 
(fiscal year 1982-83), issuing of notices was delayed in anticipation of 
the passage of legislation incorporating tax changes from two previous 
budgets. In these months the usual processing of workload continued, 
utilizing the normal person-year allocation, except for sending out the 
notices of assessment which could not legally be issued until the new 
provisions of the Income Tax Act took effect on March 30, 1983. This 
explains the significant increase in returns processed in 1983-84. 
Also, commencing in the fiscal year 1984-85, the starting date for pro- 
cessing taxpayer returns was advanced by approximately two weeks in 
order to provide taxpayers with an earlier refund. Therefore, returns 
which would normally have been processed in 1985-86 were completed in 
1984-85 and the forecasts for future years have been adjusted accord- 


ingly. 


Figure 13: Returns Processed by Type and Aggregate Sub-Activity 
Person-Years 


ip T2 T3 Aggregate 

Individual Corporation Trust Special Total Sub- Returns 

Returns Returns Returns Returns Returns Activity Processed 

Processed Processed Processed Processed Processed Person- Per 

(000) (000) (000) (000) (000) Years Person-Year 

1981-82 Actual 14,765 582 28 5 15,642 5,850* 2,674 
1982-83 Actual 13 ,048 641 Sil) 87 14,091 6,101 2,310 
1983-84 Actual 17,834 673 319 121 18,947 6,302 3,007 
1984-85 Actual 17,145 711 324 89 18,269 6,507 2,808 
1985-86 Forecast 16 ,322 781 367 125 17,595 6,407* 2,746 
1986-87 Estimates 16,616 88 408 122 17,979 6,193* 2,908 


* Excludes person-years for the 1981 Census in 1981-82 and for the 1986 
Census in 1985-86 and in 1986-87. 
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B. Compliance 
Objective 


The objective of the Compliance activity is to enhance taxpayer compli- 
ance with the law. 


Resource Summary 
Total expenditures and person-years allocated to the Compliance activity 
represent 46 and 48% respectively of Taxation's financial and human 


resources. 


Figure 14: Activity Expenditures ($000) and Person-Years 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
$ P-Y $ p-Y $ Pai 
Audit 230 s0/50e D200 © Co, 025), 5424). 2125268, 25,093 
Delinquent Action PSeoos 412 12ed62 412 11,109 376 
Source Deductions 41,102 1,059 Gos 7UR 1056 = 30.034 969 
Tax Evasion 
Investigations 20,850 521 25,178 523 23,176 514 
Collection of 
Billed Taxes 59,496 1,782 55,950 1,694 42,269. 1,309 
Examination 23 ,665 635 24,724 694 23,72U 896 


391379829 .69823825109>-97620 343 nome Dolby. 


Personnel costs account for approximately 90% of the total budget 
of this activity. Incremental resources of $15.3 million are required 
to cover wage adjustments and salaries for new person-years. 


Capital expenditures are forecasted to increase by $1.2 million to 
purchase computer hardware to further automate collection services. 


Additional person-years are required: 


] to audit the Research and Development program introduced by 
the Minister of Finance in the May 1985 Budget; and 


e to handle an expected growth in accounts receivable and out- 


standing accounts at the same time as efforts are being sus- 
tained to bring down those already in inventory. 
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Figure 15: 1986-87 Compliance Expenditures by 
Sub-Activity (Percentage Distribution) 
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Figure 16: 1984-85 Financial Performance ($000) 


1984-85 
Nis Main 

Actual Estimates Change 

$ P~Y $ P-Y $ P-Y 
Audit 2123268, 5,093 2205012 AO c9S (8,404) (205) 
Delinquent Action 11,109 376 Li ,.633 398 (524) (22) 
Source Deductions 30,634 969 Gias2s 980 (694) (11) 
Tax Evasion 
Investigations 23.106 514 23 ,940 524 (764) (10) 
Collection of 
Billed Taxes 42,269 1,309 44,628 1,398 (2,359) (89) 
Examination 23,720 896 19,885 600 3,835 296 


343,176 9,157 352,086 9,198 (8,910) (41) 


Explanation of Change: Compliance activity financial requirements were 
approximately $9 million lower than originally estimated due to the 
following: 
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e included in the actual expenditures (Examination sub-activity) 
are costs related to a matching program conducted through a 
summer student program which were not provided for in the 
1984-85 Main Estimates ($2.9 million); 


@ difficulties in staffing to full strength at the beginning of 
the year in all compliance programs; and 


6 Salaries and operating costs associated with the lapsed 
person-years. 


Description 
This Compliance activity consists of the following six sub-activities. 


Audit: The Audit sub-activity is concerned with the detection of non- 
compliance among taxpayers whose income is from sources other than sala- 
ries and wages. This includes corporations and self-employed indivi- 
duals, such as unincorporated businesses, professionals, farmers, and 
fishermen. Auditors are supported in this work by other officers with 
special knowledge of particular industries (oi], steel, etc.) and by 
specialists such as real estate appraisers and equity evaluators. The 
fundamental purpose of Audit and all the other compliance sub-activities 
is to encourage future voluntary compliance. The additional tax reve- 
nues that result from audit operations are very much in excess of the 
cost of the audit effort. 


Delinquent Action: Every individual is required to file a return for 
every year for which there is tax payable, and every corporation is re- 
quired to file a return every year whether or not there is tax payable. 
Accordingly, the objective of the staff engaged in this effort is to 
identify those who fail to comply and to secure the appropriate returns 
and tax from them. Where a person has filed in the past, computer re- 
cords are available to identify delinquents. In addition, a variety of 
projects are carried out to identify those who have not filed in the 
past. Failure to file a return carries a range of penalties which help 
to bring on to the taxrolls many who would otherwise pay no tax. 


Source Deductions: The largest source of revenue is the money deducted 
at source from employees by their employers and remitted each month to 
cover Income Tax, Unemployment Insurance premiums and Canada Pension 
Plan contributions. Audits of employer payrolls are conducted in cases 
of suspected delinquency and, where necessary, followed by penalties 
and, in extreme cases, by prosecution. Service audits are also conduct- 
ed to reconcile differences between remittances actually made and the 
year-end reports of employers of total deductions shown on T4's. Audits 
are also conducted of payments to non-residents where source deductions 
were required. 
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Tax Evasion Investigations: The main purpose of this endeavour is to 
discourage evasion by investigating and prosecuting flagrant cases of 
tax cheating. All but the smallest of the district offices have a Spe- 
cial Investigations Section responsible for the investigation of at- 
tempts to escape tax by fraudulent means, e.g., the making of false 
statements in a return, the making of false entries in books and re- 
cords, and the destruction or hiding of records. A number of these 
cases are brought to prosecution each year. In other cases, the Depart- 
ment only imposes a gross negligence penalty. In some cases the inves- 
tigation fails to provide sufficient evidence of fraud for either pen- 
alty or prosecution. Upon summary conviction, the Court may impose a 
fine of not less than 25 percent and not more than 200 percent of the 
tax that was sought to be evaded and in addition a term of imprisonment 
of not more than two years. Proceeding by indictment is sometimes used, 
and in these cases the accused is, in addition to any penalty otherwise 
provided, liable upon conviction to imprisonment for as much as five 
years and not less than two months. 


Collection of Billed Taxes: Most taxpayers pay their taxes promptly, 
however, a small but significant number do not. Collection action be- 
comes necessary in cases of unpaid balances on filing and unremitted 
source deductions and because some taxpayers, particularly those whose 
income is not subject to adequate source deductions, may persistently 
fail to pay what they owe. Initial action on these accounts takes the 
form of computer generated reminders. When this action does not produce 
the desired result, the accounts are referred to the district offices 
for direct action. Attempts are made to arrange the payment of back 
taxes consistent with the taxpayer's financial circumstances and with 
the necessity to keep payments on current year taxes up-to-date. Should 
the taxpayer persist in the delinquency without satisfactory arrange- 
ments with the Department to discharge the indebtedness, the Department 
is enpowered as a last resort to garnishee income, bank deposits or pay- 
ments due from third parties. In extreme circumstances, seldom exer- 
cised, the Department may seize and sell a taxpayer's assets. 


Examination: This sub-activity comprises three operations: Of fice 
Examination, Matching and Post-Assessing. 


Office Examination: This consists of a review and possible reas- 
sessment of tax returns after they have been processed in the taxation 
centres. It is carries out within district offices where the necessary 
contacts with the taxpayer can be made by telephone, letter or office 
interview. The taxpayers are typically those in receipt of income from 
selling, investments and rentals. 


Matching: This consists of the verification of income reported by 


taxpayers against information slips received from payors, for example, 
T4 slips from employers and T5 slips from banking institutions. 
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Post-Assessing: This consists of the scrutiny of certain claims 
for deductions or exemptions, accepted without question at initial 
assessing in order to expedite the flow of returns and refunds. Exami- 
nation of these claims requires either comparison with prior year re- 
turns or obtaining from the taxpayer additional Supporting documents as 
well as the application of a wider knowledge of the legislation than 
would be practical to apply at the initial assessing stage. Post-asses- 
Sing also includes the validation of a portion of claims for provincial 
tax credits. 


Performance Information/Resource Justification 
Audit: 
Figure 17: Files Audited, Additional Tax Assessed and 


Associated Person-Years - Individuals 
re a ee ee a RD 


Additional Additional Tax 

Tax Assessed per 

Files Assessed Associated File Audited 
Audited ($000) Person-Years ($) 
1981-82 Actual 26,268 Whi /81 811.5 4,255 
1982-83 Actual 26 , 966 132,436 845.9 4,911 
1983-84 Actual 23 ,612 119,480 T33i15 5,060 
1984-85 Actual 19,340 635 885* 772.4 3,303 
1985-86 Forecast 18,615 59,154 Sai Snake) 
1986-87 Estimates 18,615 59,154 667.7 3 L/S 


ee 


* 1984-85 and future years include only actual additional tax assessed 
in that year as compared to previous years which included estimated 
future tax assessable. 
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Figure 18: Files Audited, Additional Tax Assessed and 
Associated Person-years - Corporations. 


Additional Additional Tax 
Tax Assessed per 

Files Assessed Associated File Audited 

Audited ($000) Person-Years 
1981-82 Actual 17,428 530,156 iecooe! 30,420 
1982-83 Actual 17,916 645, 983 295.0 36,056 
1983-84 Actual 18,460 760,896 1,423.0 41,219 
1984-85 Actual 16, 459 oye Whe ZA 6 cites 150379 31,458 
1985-86 Forecast 19515 526,526 1,530.6 26,981 
1986-87 Estimates 195515 526,526 P, 51376 26,981 


* 1984-85 and future years include only actual additional tax assessed 
in that year as compared to previous years which included estimated 
future tax assessable. 


Delinquent Action: 


Figure 19: Returns Obtained through Delinquent Action and 
Associated Person-Years 


Returns Returns Returns 
Obtained Obtained Total Obtained 
fran fron Returns Associated per 
Late-Filers Non-Filers Obtained Person-Yea rs! Person-Year 
1981-82 Actual 160,441 8,988 169,429 PE SS220 444 
1982-83 Actual 167,925 7,179 175,104 384.0 456 
1983-84 Actual 208,559 13 ,568 Cees ler 374.0 594 
1984-85 Actual 194,964 12,079 207, 0432 369.0 561 
1985-86 Forecast 235,309 18,564 253 ,873 408.0 622 
1986-87 Estimates 235,309 18,564 253 873 408.0 622 


1 Excludes person-years not strictly devoted to obtaining returns from 
delinquent taxpayers, such as the person-years concerned with other 
compliance activities related to late-filers. 


2 For 1984-85, 207,043 returns were obtained from late-filers and non- 
filers compared to the forecast of 183,822 included in the 1984-85 
Part III of the Estimates (a 12.6% variance). This is due to an in- 
creased productivity and also to a shift of resources from Non-Filers 
to Late-Filers where the productivity rate is three times as great. 
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Source Deductions: 


Figure 20: Payroll Files Audited, Additional Tax Assessed 
and Associated Person-Years 


a 


Additional Additional Tax 

Tax Assessed per 

Files Assessed Associated File Audited 

Audited ($000) Person-Years ($) 

1981-82 Actual 57,567 134,286 248.0 2300 
1982-83 Actual 63 , 989 179,930 258.0 25842 
1983-84 Actual 60,780 168,425 254.0 2ci74 
1984-85 Actual 51,5335 135,513 230.9 2,640 
1985-86 Forecast 69,539 182,261 280.9 Zor 
1986-87 Estimates 69,539 182,261 280.9 2.6¢T 


= 


Figure 21: Non-Resident Files Audited, Additional Tax Assessed 
and Associated Person-Years 


LN 


Additional Additional Tax 

Tax Assessed per 

Files Assessed Associated File Audited 

Audited ($000) Person-Years ($) 

1981-82 Actual 2,678 10,228 1730 3,819 
1982-83 Actual 25328 10,989 16.0 4,720 
1983-84 Actual 2,166 16,009 13.0 Figyope pt 
1984-85 Actual 1,958 9,109 1335 4,652 
1985-86 Forecast 6,894 28,265 -' 46.3 4,100 
1986-87 Estimates 6,894 28, 285 46.3 4,100 


(Compliance) 35 


Tax Evasion Investigations: 


Figure 22: Special Investigations Cases and Associated 
Person-Years 


Cases Investigated 
Ending at the Resulting Resulting 


Preliminary in in Other Associated 
Investigation Prose- Settle- Total Person- 
Stage Ccutions ments Cases Years 

1981-82 Actual 410 157 92 659 573 
1982-83 Actual 432 158 85 675 oa 
1983-84 Actual 381 186 70 637 533 
1984-85 Actual 459 163 71 693 514 
1985-86 Forecast 290 143 4] 474 523 
1986-87 Estimates 338 130 39 507 523 


Figure 23: Results of Special Investigations 


Additional Court 
Tax Assessed Penalties Fines Total Imposed Jail 
( $000 ) ( $000 ) ($000) ($000) Sentences 
1981-82 Actual 23,569 3,892 2,234 29,695 4 
1982-83 Actual 26,103 4,591 Shea iy! ro yar od Mi 5 
1983-84 Actual 27,930 5,044 3,844 36,818 6 
1984-85 Actual 258510 4,720 4,324 34,554 2 


Sufficient resources have been assigned to undertake about 150 to 200 
prosecutions a year. Great care is taken in selecting cases for 
prosecution to limit the possibility of unjust prosecutions while ensur- 
ing that flagrant attempts to circumvent the law are being vigorously 
pursued. 


Program Evaluation Study: An evaluation study completed in 1985 
focused on whether the publicity of cases prosecuted was achieving its 
objectives and whether special emphasis on persons earning income from 
illegal activities was still reasonable. The study concluded that news- 
papers constitute the most common medium through which publicity on pro- 
secution is attained, reaching a potential audience of at least 5/% of 
all individual income tax filers; however the quality of the "free" pub- 
licity received through the media is very variable. While some deter- 
rence might reasonably be expected to result from this free publicity, 
the study could not arrive at any conclusion on the deterrence effect of 
this publicity. Other findings of the study include: the program does 
not appear to have’ significantly minimized the accumulation of 
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of unreported illicit wealth and taxes reassessed under this program are 
less likely to be collected than the departmental norm, particularly if 
resulting from illegal activities. 


Collection of Billed Taxes: 


Figure 24: Number of Accounts Receivable and Outstanding 
Balances at Fiscal Year End (March 31St) 1 


Number of Outstanding 
Accounts Balance 

(000 ) ($ millions) 
1981-82 Actual 1,007 2,340 
1982-83 Actual PO dd VARY (3: 
1983-84 Actual 1,086 ete By) 
1984-85 Actual T2092 3.429 


—_ OOOO — — — 


1 Excludes uncollectible accounts 


Prior to 1985-86 the Collections sub-activity had been assigned resour- 
ces to at least stabilize the amount owing by keeping both the number 
and dollar amount of outstanding accounts from increasing. However, 
Over the past few years a number of factors, not the least of which has 
been the state of economy, have combined to make tax collections more 
difficult than usual. As a result, the Treasury Board in 1985-86 ap- 
proved additional resources to enable the Department to make a special 
effort over the next three years to reduce the growing inventory of un- 
paid taxes. Significant improvements in reducing both receivable and 
Outstanding accounts are expected in 1986-87 as a result of improved 
training for employees and additional experience gained by the 320 col- 
lectors hired during 1985-86. 


Figure 25: Annual Intake and Closing of Accounts and 
Associated Person-Years 


Closings 
Annual Intake Annual Closings per 
Anount Amount Associated — Person- 


Number ($000) Number — ($000) Person-Years Year 


1981-82 Actual 482,498 2,014,673 422,124 1,523,120 970.0 435 
1982-83 Actual 414,992 2,592,582 369,443 2,112,502 1,098.0 336 
1983-84 Actual £92 5399 24)19,199 299,399 1253135,,790 1,182.0 200 
1984-85 Actual 261,512 2,476,814 248,086 2,278,297 1,296.0 191 
1985-86 Forecast 322,800 2,487,000 329,600 2,680,600 110 193 
1986-87 Estimates 339,500 2,594,000 351,700 2,934,000 1,781.8 197 
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Examination: Program results are measured by the number of returns re- 
viewed and additional taxes assessed in each of the three areas: Office 
Examination, Matching and Post-Assessing. Person-years shown in Figures 
26, 27, 28 and 29 are those strictly devoted to each particular opera- 
tion. Additional person-years provide support services such as file 
retrieval. 


Figure 26: Returns Examined, Additional Tax Assessed 
and Associated Person-Years 


aan aaraTaaEEEIEENNREEE 


Additional 
Tax 
Additional Assessed 
Tax per Return 
Returns Assessed Associated Reviewed 
Reviewed ($000) Person-Years ($) 
a a en ara 
1981-82 Actual S9.225 45,461 376.0 1,159 
1982-83 Actual 50,840 54,075 399.0 1,064 
1983-84 Actual 36,646 B5p0eo 346.0 OSE 
1984-85 Actual 43 ,597 31,293 309.4 718 
1985-86 Forecast 48,527 38,822 425.1 800 
1986-87 Estimates 48,527 38,822 425.1 800 


a 


Figure 27: Returns Matched, Additional Tax Assessed and 
Associated Person-Years - Regular Matching 


i 


Additional 
Tax 

Additional Assessed 

Tax per Return 

Returns Assessed Associated Reviewed 
Reviewed ($000) Person-Years ($) 

ee be le eee ee 

1981-82 Actual 118,490 19,195 58.0 162 
1982-83 Actual 234,829 28 , 592 45.6 122 
1983-84 Actual 182,436 Slee & 42.1 123 
1984-85 Actual 129,916 3351736 22.9 260 
1985-86 Forecast 191,000 58,500 58.6 306 
1986-87 Estimates 235,000 69, 000 58.6 294 


a 
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Figure 28: Returns Matched, Additional Tax Assessed and 
Associated Person-Years - Student Matching 


re 


Additional 
Tax 

Additional Assessed 

Tax per Return 

Returns Assessed Associated Reviewed 
Reviewed ($000) Person-Years ($) 

a a A ee eter a seren ses 

1984-85 Actual 64,316 hen 7 Ol 539.0 199 
1985-86 Forecast 78,894 15,546 425.6 197 


—_—_—_—_— CO vwl———>:—OO 


Figure 29: Returns Post-Assessed, Additional Tax Assessed 
and Associated Person-Years 


ae 


Additional 
Tax 

Additional Assessed 

Tax per Return 

Returns Assessed Associated Reviewed 
Reviewed ($000) Person-Years ($) 
1981-82 Actual L767 05 oelie 144.0 123 
1982-83 Actual 224,991 31,879 148.0 142 
1983-84 Actual 147,088 27,044 98.0 184 
1984-85 Actual 114,934 14,782 109.1 129 
1985-86 Forecast 108,432 21,404 eh owa! 197 
1986-98 Estimates 139,660 51.367 116.8 225 
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C. Notices of Objection and Appeals 
Objective 


The objective of the Notices of Objection and Appeals activity is to 
provide the taxpayer with a means of redress, when all other regular 
avenues of control with the Departinent have proven unsatisfactory from 
the taxpayer's point of view. 


Resource Summary 

Approximately 3% of the expenditures and person-years required for tax 
administration in 1986-87 will be allocated to the Notices of Objection 
and Appeals activity. 


Figure 30: Activity Expenditures ($000) and Person-Years 


ge IEEnEEE ESSE SSIES SIE ESEIRSEE 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
1OS7— Me ACT YE) 8 a ee ee ee 
$ P-Y $ p-Y $ p-Y 


SRA R RE ee 
Income Tax Objections 

and Appeals 20,083 500 226884 ~ 584 21,971" 575 
Canada Pension Plan and 

Unemployment Insurance 

Objections and Appeals 1,823 45 1,489 40 1,451 40 
Functional and 

Operational Services 1,526 22 1,729 22 1,436 20 


23 5432 567 26,102 646 24,858 635 


a 


The decrease in person-year and financial resources is due to the 
reduced workload. Notices of objection and appeals are forecasted to 
decline by approximately 7,000 in 1985-86 compared to 1984-85 and are 
not expected to increase significantly in 1986-87 (see figure S565 A 
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Figure 31: 1986-87 Notices of Objection and Appeals Expenditures 
by Sub-Activity (Percentage Distribution) 


Functional and 
Operational 
Services 6% 


Past Financial Performance 


Canada Pension Plan 

and Unemployment Insurance 
Objections and Appeals 

8% 


Income Tax Objections 
and Appeals 86% 


Figure 32: 1984-85 Financial Performance ($000) 


Income Tax Objections 
and Appeals 

Canada Pension Plan and 
Unemployment Insurance 
Objections and Appeals 
Functional and 
Operational Services 


1984-85 


Main 
Actual Estimates Change 


$ P-Y $ P-Y $ P-Y¥ 


245971  SYSe% 22,4752 586 (444) (8) 
Pol Sy PS83ee 39 68 (2) 
5436.5 320 184709 2k (411) (1) 

24,858 635 25,645 646 (787) (11) 
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Description 


A taxpayer who objects to an assessment has 90 days from the date of 
mailing of the notice of assessment to file a Notice of Objection. The 
notice of objection is considered by an appeals division in a taxation 
centre or a district office where the assessment is re-examined in the 
light of the taxpayer's arguments. If the taxpayer remains unsatisfied 
with the outcome at this stage, or if 90 days have elapsed since filing 
the Notice of Objection, the taxpayer may file an appeal with the Tax 
Court of Canada a tribunal independent of the Department. Further 
stages of appeal are possible to the Federal Court and, with leave, to 
the Supreme Court of Canada. 


Performance Inforination/Resource Justification 


The Department assigns the highest priority to the review of taxpayer 
objections, because of the importance attached to fairness and equity in 
satisfying taxpayers' legitimate concerns. The Department endeavours 
not to allow more than 40% of the number of objections filed in any year 
to carry-over to the next. This policy has been successfully maintained 
in spite of significant increases in the number of objections filed 
beginning in 1981-82. In addition, improved taxpayer contact at the 
initial assessing stage of tax returns in the taxation centres as well 
as the providing of more detailed explanations at the time of an audit 
reassessment have resulted in fewer taxpayer Notices of Objection. 


Figure 33: Income Tax Objections and Appeals 
and Associated Person-Years 


Associated D.O. and 
Person-Years thes Ge 
DZ0.55 Disposals 
Dis- Closing and Head per 


Intake —_posals! Inventory 1.C.'s Office Total Person-year 


1981-82 Actual 33h 270 0 _229,000 aS 30) 366.0 2.1 394.1 81 
1982-83 Actual 45,350 42,452 16,279 433°9° \ 2952 5446321 98 
1983-84 Actual 57,417. = 54,089 = 19,607 494.0 31.3 525.3 109 
1984-85 Actual 44,451 45,210 18,848 520.6 5937-9; 7q553.5 87 
1985-86 Forecast 37000) 639,300 72048 465.1 ..,41.0,,,506.1 85 
1986-87 Estimates 3937/5. 8 383620: 1Ag798 443.2 42.0 485.2 8/7 


1 Includes 22 disposals by Head Uffice in 1981-82, five in 1982-83 and 
45 in 1983-84. 
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A reduction in the number of forecasted objections is related to 
the effort being made by the Department to improve service in Public 
Enquiries which provides the taxpayers with the opportunity of clearing 
misunderstandings as they pertain to the interpretation of the Income 
Tax and to a more prompt response to taxpayer requested adjustments. 


Additional data on the number of appeals that were heard at later 
stages are presented below. 
Figure 34: Number of Appeals Heard in Court, by Level of Court 


Federal Supreme 


Tax Court Federal Court - Court of Court of 

of Canada Trial Division Appeal Canada Total 
1981-82 Actual 19259 249 44 sore Leo 
1982-83 Actual b,4t5 210 cL 2 1,654 
1983-84 Actual 15347 240 49 3 1,639 
1984-85 Actual 29247 326 21 1 discal es 


Program Evaluation Study: Over the past several years. the 
Department experienced a rapid growth in the number of income tax 
objections being filed. Intake in objections doubled every four years 
from 1974-75 fiscal year to 1982-83. A study was conducted to determine 
the causes of this increase and how the volume could be reduced. The 
study attributed much of the growth in volume of objections to hastily 
processed reassessments, insufficient research time, communication and 
negotiations with taxpayers. 


To address this problem, the Department is emphasizing taxpayer 
contact and services in all its reassessing programs. Training courses 
have also been amended to better meet the needs of the staff. These 
changes have contributed to a decline of 23% in Notices of Objection 
filed in 1984-85 compared to the prior year. 
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D. Administration 
Objective 


The Administration activity encompasses the direction and support 
necessary to administer the law uniformly and economically. 


Resource Summary 
Approximately $56 million or 7% of the expenditures and 902 person- 


years, or 4% of the person-years required for tax administration in 
1986-87 will be allocated to the Administration activity. 


Figure 35: Activity Expenditures ($000) and Person-Years 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
$ P-Y $ P-Y $ p-Y 
Executive Direction 
and Support 8,034 160 10,810 105 21,580 92 
Tax Policy 664 16 902 16 988 17 
Management Services 11,536 172 8,966 159 153909087 2/2 
Personnel Services 7,900 168 li2s6.h5 185 8,697 lid 


Administration Services 24,506 279 16353:2 270 16$205e-v266 
Services for Other 
Departments 4,007 107 25637% 127 3576 94 


56 ,647 902* ,m525462 SP862iee-65x 78607912 


—_— nn 


* Includes 41 person-years required in 1986-1987 to administer the 
Gasoline and Diesel Fuel Tax Rebate Program. Also includes 54 person- 
years in 1985-86 approved for inclusion in Supplementary Estimates to 
administer the Gasoline and Diesel Fuel Tax Rebate Program. 


An independent review concluded that the public relations function 
needed to be strengthened. Resources in the executive direction and 
Suport sub-activity are being increased to expand the public relations 
organization, which provides information and assistance to taxpayers, 
and to enhance the problem resolution program, which involves the inter- 
vention of an officer to resolve problems being encountered by taxpayers 
in their dealings with the Department. These increases will be achieved 
mainly by transfers from other functions. 
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Figure 36: 1986-1987 Administration Expenditures by Sub-Activity 
(Percentage Distribution) 


Executive Direction 


Services for 
ds 
Other Departments ae thet 


fee 


Tax Policy 
1% 


Pas: ae AP at ie 
Management 

Services 
20% 


Administration 


j Personnel 


Past Financial Performance 


Figure 37: 1984-85 Financial Performance ($000) 


1984-85 
Main 
Actual Estimates Change 
$ P-Y $ p-Y $ p-Y 
Executive Direction 
and Support 21,580 928 10,0154 94tend15653-7(2) 
Tax Policy 988 17 810 16 178 1 
Management Services 152090 2) cu mel! O42 gecor mle. / oc) 1S) 
Personnel Services 8,697 171 11,846 190 (3,149) (19) 
Administration Services 16,205 266 15,418 292 787 (26) 
Services for Other 
Departments SLD 94 2S OL 63 195931 


654736" 9.125 S 3 lie. 942 7,424 (30) 


(Administration) 45 


Explanation of Change: Administration activity financial requirements 
were approximately $7 million higher than originally estimated due to 
the following: 


e Included in the actual expenditures are total departmental EDP 
rental costs of $9 million which are not included in the 
1984-85 Main Estimates. See page 24. 


6 Salaries related to the lapse of 30 person-years and other 
costs. 
Description 


This activity provides the central direction of the Department as well 
as a wide range of central support and control services that are not 
allocated to the other activities. These include financial management, 
internal audit and program evaluation, staff relations and official 
languages administration. This activity also includes services provided 
to other departments such as the maintenance of computer-based tax 
models used by the Department of Finance and the support given to 
Customs and Excise in relation to Gasoline Tax Rebates. 


Performance Information/Resource Justification 


Figure 38: Administration Activity Person-Years Compared 
to Total Department Person-Years 


Percentage of 
Administration 


Activity 
Administration Total Person-Years to 
Activity Department Total Department 
Person-Years Person-Years Person-Years 

1981-82 Actual 788 17,879 4.41 
1982-83 Actual 758 18,039 4.20 
1983-84 Actua] 738 18,184 4.06 
1984-85 Actual 782 19.2257. 4.06 
1985-86 Forecast 862 19,918 4.33 
1986-87 Estimates 902 2uetsy. 4.48 
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Section III 

Supplementary Information 

A. Analysis by Object 

1. Expenditures by Object 

Taxation Program expenditures by object are presented in Figure 39. 


Figure 39: Expenditures by Object ($000) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 


Personnel 

Salaries and Wages 605,716 567,162 519,286 
Contributions to Employee Benefit Plans 84,800 79,402 79,823 
Other Personnel Costs 910 860 789 


eee 


691,426 647,424 599,898 


Goods and Services 


Travel 20,676 20,344 16,126 
Postage 20,973 22,319 18,804 
Telephone and Telegraph 18,182 Hla Alt 14,210 
Other Transportation and Communications 4,285 3,942 3,283 
Information 2,550 1,247 1,734 
Printing 26,715 26,371 23,238 
Professional and Special Services 20,223 17/3553 14,918 
Data Processing 12,382 10,850 9,287 
Otner Rentals 2,164 1,724 I SASyS) 
Purchased Repair and Upkeep 4,399 5,626 3,097 
Uther Utilities, Materials and Supplies 6,956 7,267 6,095 
All Other Expenditures 16 10 152 


ee ______ El 


1393021 133 ,024 112,183 


i ___________ 


Total Uperating 830,947 780,448 712,081 
Capital 

Construction and Acquisition 

of Land, Buildings and Works 1,000 1,000 36 

Construction and Acquisition 

of Machinery and Equipment 15,800 13,143 16,879 
Total Capital 16,800 14,143 16,915 
PANERA SEN Tee Pei a ee Oe eee eee 

Transfer Payments 70 64 47 


kee Dees eis ee bt ee ee ee ee 
847,817 794,655 729,043 


EEE EEE 


Less: Revenues Credited to the Vote 90,694 81,703 65,832 
oh MWA RA 4a s Pha eae 8. tee pene a AO es Pen ey 


Total Expenditures 157,423 TAWARe ky 663,211 


aE 
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For 1986-87, personnel costs will increase by about $44 million and 
the purchase of goods and services by $6.5 million. Acquisition of 
machinery and equipment will increase by $2.6 million, revenues credited 
to the Vote will increase by $9 million. In total the requirements will 
amount to net additional expenditures of approximately $44 million or 
roughly 6% more than last year. 


2. Personnel Expenditures 

Taxation Program's personnel costs of $691.4 million, an increase of 
about $44 million over the previous year, account for 81.5% of total 
departmental expenditures. Information on person-years is provided in 
Figures 40 and 41. 


Figure 40: Person-Year Requirements by Activity 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Returns Processing 8,970 8,790 8,553 
Comp! iance 9,698 9,620 Oe EST 
Notices of Objection 
and Appeals 567 646 635 
Administration 902 862 912 


20,137 19; 918% De Farah W 


* Includes 55 person-years approved for inclusion in Supplementary Esti- 
mates to administer the Gasoline and Diesel Fuel Tax Rebate Program 
(1 person-year in Returns Processing and 54 in Administration) 
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Figure 41: Authorized Person-Years and Salary Provision 


Authorized 1986-87 


Person-Years Current Average 
an Fath . oh Salary Salary 
86-87 85-86 84-85 Range Provision 

Management 132 132 110 50,5380 - 96,300 65,713 
Temporary Complement 40 40 vss 50,530 - 96,300 65,713 
Scientific and Professional 

Auditing 2,616 2,438 2,359 27,984 - 68,070 44,451 
Economics, Sociology and Statistics 43 38 35 14,570 - 65,080 43,127 
Education 31 19 17 13,609 - 68,070 36,538 
Law 6 use eae 20,523 - 88,120 28,394 
Library Science ) 4 1 19,782 - 50,712 35,906 
Administrative and Foreign Service 

Administrative Services 681 602 687 13,912 - 57,987 36,291 
Canputer Systens Administration 405 392 376 18,766 - 61,433 39,675 
Financial Administration 42 32 32 13,853 - 57,980 41,355 
Information Services 25 18 17 13,579 - 57,980 4,223 
Organization and Methods 32 29 42 13,520 - 57,980 48,271 
Personnel Administration 205 180 166 13,330 - 63,870 38,641 
Programe Administration 6,092 6,031 5,540 13,912 - 57,987 32,921 
Purchasing and Supply 123 123 8 12,766 - 57,980 35,78 
Technical 

Drafting and Illustration ) 8 14 15,557 - 40,310 28,080 
General Technical 24 18 85 12,635 - 55,682 35,870 
Social Science Support 180 182 180 12,635 - 57,764 40,027 
Administrative Support 

Communications 6 8 16 15,364 - 31,824 19,805 
Data Processing 733 815 = 85/ 13,352 = 37,130 19,179 
Clerical and Regulatory TAME Teil gaia) 12,%2 - 31,743 20,342 
Office Equipment 96 111 54 12,665 - 25,271 18,276 
Secretarial, Stenographic and Typing 815 810 910 12,636 - 31,946 19,329 
Operational 

General Labour and Trades 20 20 18 14,776 - 40,676 21,357 
General Services 198 §62B 208 13,253 - 39,988 21,225 
Printing Operations 5 5 6 15,340 - 39,895 26,556 


Note: The person-year column displays the forecast distribution of the 
authorized person-years for the Program by occupational group. The cur- 
rent salary range column shows the salary ranges by occupational group 
at October 31, 1985. The average salary column reflects the estimated 
base salary costs including allowance for collective agreements, annual 
increments, promotions and merit pay divided by the person-years for the 
occupational group. Year-to-year comparison of averages may be affected 
by changes in the distribution of the components underlying the calcula- 
tions. 
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3. Capital Expenditures 


Taxation capital expenditures total $16.8 million. An amount of $4.5 
million will cover general replacement costs, capital for new person- 
years and dedicated funds. Mini and micro-computers, micrographics 
equipment, word processors, other computer hardware and software total 
$8.3 million, and office communications equipment for the improved tele- 
phone and telecommunications project amount to $3 million. A further 
$1.0 million is required for the acquisition of property for the purpose 
of securing billed taxes. 


4. Transfer Payments 


Figure 42: Contributions (dollars) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Inter-American Centre of 
Tax Administrators 58 ,000 53 , 000 38,000 
Commonwealth Association of 
Tax Administrators 12,000 11,200 9,000 
70,000 64,200 47,000 


5. Program Cost Analysis 


Figure 43 shows the total cost of each of the activities of the Pro- 
gram. Other costs of $96.6 million include services provided without 
charge such as the cost of accommodation provided by the Department of 
Public Works for $75.8 million, the cost of employee insurance premiums 
and health insurance plans for $18.0 million, and other miscellaneous 
services provided free by other government departments for $2.8 mil- 
lion. Revenue of $102.4 million, described in Figure 46, includes 
revenues credited to the vote for $90.7 million, and receipts credited 
to revenue for $11.7 million. 
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Figure 43: Program Costs ($000) and Person-Years 


1986-87 1985-86 
Activity Other Total Less: Net Net 
Costs Costs! Costs Revenue? Costs Costs 

p-y $- abe $ $ $ $ 

Returns 

Processing 8,970 376,359 wes 376,359 ..» 376,359 333 ,982 

Comp] iance 9,698 391,379 jae SOILSIE we» 391,379 382,109 

Notices of (bjec- 

tion and Appeals 567 2,432 Va fest) - B,B2 26,102 

Administration 902 56,647 wes 56,647 «3. = 56,647 52,462 

Add: Other Costs! an we. 9,573 %,573 we. =: 96,573 94,100 

Less: Revenue@ i ee we ... 102,368 102,368 90,919 


20,137 847,817 %,573 944,390 102,368 842,022 797 ,836 


1 see Figure 44 
2 See Figure 46 


Figure 44: Services Provided Without Charge 
by Other Departments ($000) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
Department of Public Works 
Accommodation 75,829 78,210 / je erro je’ 


Department of Supply and Services 
Services Administration 2,484 Cecile 9,089 


Treasury Board 


Employer's share of employee insurance 

premiums, and costs of the Group Surgical 

Medical Insurance Plan and the provincial 

health insurance plans 17,954 13,348 14,554 


Department of Labour 
Employee Compensation Payments 306 330 303 


96 ,573 94,100 97,324 


Le TS 
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B. Revenue Analysis 


Figure 45: Net Revenues Collected and Allocated ($000) 


Net Net Net 
Collections Collections Collections 
1984-85 1983-84 1982-83 
Source of Revenue 
Individual Tax, Canada 
Pension Plan Contributions 
and Unemployment Insurance 
Premiums : 
Employer Remittances 44,788,796 40,773,345 37,594,938 
Direct Payments 893595 156 OF3'20e-212 8,668,821 
53%, 1475952 - 50093", 557 PP 4GhZ63i, 759 
Corporation Tax 10,046,688 7,963,878 F593 36075 
Petroleum and Gas Revenue Tax 2,420,914 1,943 ,831 Pyoo0, ooy 
Resource Royalties Tax 141,821 162,290 103,432 
Non-Resident Tax 1,020,862 908,322 998,002 
Miscellaneous 105., 883 124,404 130,741 
Total Tax Revenues! 66,884,120 61,196,282 56,946, 466 
Allocation of Net Revenues 
Collected: 
Federal Income Tax 42,322,981 375392,099 "3635539217 
Provincial Income Tax2 12,904,534 12,622,880 11,902,953 
Canada Pension Plan 
Contributions3 3,879,487 3,715,934 3,446,363 
Unemployment Insurance 
Premiums? 1AI7TIALS 7,465,369 5,038,933 


1 Does not include Revenues Credited to the Vote nor Receipts Credited 


. to Revenue (see Figure 46). 


é Allocated from Tax Collections of Individuals and Corporations. 
3 Allocated from Tax Collections of Individuals. 
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Figure 46: Revenues Credited to the Vote and Receipts Credited to 
Revenue (Non-Tax Revenue) ($000) 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 


Revenues Credited to the Vote 


Canada Pension Plan 51,261 52,562 38,192 
Unemployment Insurance 31,592 28,874 27,640 
Statistics Canada (Census) 7,841 268 oats 

90,694 81,703 65,832 


Receipts Credited to Revenue (Non-Tax Revenue) 


Services and Service Fees: 


Property Tax Agreement Fees 6,659 4,784 4,925 
Advance Income Tax Ruling Fees 690 615 598 
Other Services oete 260 534 

7,349 5,659 6.057 


Other Non-Tax Revenue: 


Fines and forfeitures 3,500 3,057 37,026 
Sundry 825 520 676 
Law costs awards sete Hehe 2 

4,325 BIS bi7 4,304 


Refunds of previous years' expenditure: 


Refunds of previous years' 


expenditure oe. Su3 576 

Adjustment to prior years' Payables 
at Year End (PAYE) a5; Are: 817 
arate aieis 1,393 


102,368 90,919 77,586 
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Acts Administered in Whole or in Part by Revenue Canada, Taxation 


Canada Pension Plan 

Federal Provincial Fiscal Arrangements Act 
Income Tax Act 

Petroleum and Gas Revenue Tax Act 
Unemployment Insurance Act, 1971 


Provincial Tax Incentives Administered by Revenue Canada, Taxation 
(does not include Foreign Tax Credits, Surtaxes or Tax Reductions) 


Political Contribution Tax Credits for Individuals and Corporations 
Nova Scotia Political Contribution Tax Credit for Individuals and 
Corporations 

New Brunswick Political Contribution Tax Credit for Individuals and 
Corporations 

Ontario Political Contribution Tax Credit for Individuals 

Manitoba Political Contribution Tax Credit for Individuals and 
Corporations 

Alberta Political Contribution Tax Credit for Individuals 

British Columbia Political Contribution Tax Credit for Individuals 
and Corporations 

Yukon Political Contribution Tax Credit for Individuals and 
Corporations 

Prince Edward Island Political Tax Credit 


Property Tax Credits for Individuals 
Ontario Tax Credits 

Manitoba Tax Credits 

Alberta Renters Assistance Credit 


Royalty Tax Rebates and Credits for Individuals and Corporations 

Manitoba Mineral Tax Rebate for Individuals 

Saskatchewan Royalty Tax Rebate for Individuals and Corporations 

Alberta Royalty Tax Rebate for Individuals 

Alberta Royalty Tax Credit for Individuals 

British Columbia Royalty and Deemed Income Rebate for Individuals 
and Corporations 


Miscellaneous Tax Credits for Individuals and Corporations 

Nova Scotia Research and Development Tax Credit for Corporations 

Manitoba Manufacturing Investment Tax Credit for Individuals and 
Corporations 

Saskatchewan Livestock Investment Tax Credit for Individuals and 
Corporations 

Saskatchewan Venture Capital Tax Credit for Individuals and 
Corporations 

British Columbia Housing and Employment Development Bond Tax Credit 
for Individuals and Corporations 
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British Columbia Logging Tax Credits for Individuals and 


Corporations 


Yukon Manufacturing and Processing Profits Tax Credit for 


Corporations 


British Columbia Venture Capital Tax Credit 


British Columbia Small Business Employment Tax Credit 


ES Revenue Canada, Taxation Offices 


Seasonal Tax 
Taxation District Assistance 
Centres Offices Sub-Of fices Centres 
Atlantic Region (Regional Office: Halifax) 
St. Jonn's, Nfld. St. John's, Nfld. Cornerbrook 
Charlottetown, P.E.I. 
Halifax, N.S. 
Sydney, N.S. 
Saint Jonn, N.B. Bathurst Moncton 


Season Tax 
Information 
Clinics 


Fredericton 
Ednundston 


Public 
Information 
Clinics 


Wabush 

Goose Bay 

Grand Falls 
Gander 
Bonavista Bay 
Port-aux-Basques 


Summerside 


Kentville 
Yanmouth 
Digby 

Truro 

Sheet Harbour 
Antigonish 
New Glasgow 
Bridgewater 
Liverpool 
Amherst 
Barrington 


St. Peters 
Port Hawkesbury 
Port Hood 
Whycocanagh 
Inverness 
Cheticamp 
Baddeck 
Ingonish 
Arichat 


Sussex 

St. Stephen 
Woodstock 
Newcastle 
Campbellton 
Shi ppegan 
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Seasonal Tax Seasonal Tax 
Assistance Information 
Sub-Of fices Centres Clinics 


Taxation District 
Centres Offices 


Quebec Region (Regional Office: Montréal) 


Jonquiére Québec Chicout imi Sept-Iles 
Rimouski 


Trois-Riviéres 


Sherbrooke Granby 
Drummondville 


Public 
Information 
Clinics 


Thet ford-Mines 
Roberval 

Dol beau 
Riviére-du-Loup 
Saint-Georges 
Baie-Coneau 


Acton-Vale 
Victoriaville 
Princeville 
Lac-Megantic 
Saint-Ludger 
Disraéli 
Chartierville 
Weedon 


Coaticook 
Stanstead 
Cowansville 
Frel ighsburg 


Rouyn 


Val-d'Or 

La Sarre 

Amos 
Ville-Marie 
Chibougamau 
Matagami 
Senneterre 
Quévil lon 
Chapais 
Teniscaming-Sud 


Shawinigan-Sud Montréal 


West Island Mall 
Centre Beaconsfield 
Cote-Saint-Luc 
Jardins Dorval 


Tle-Perrot 
Laval Joliette 
Saint-Jérdme 
Saint-Hubert Pranenades 
Saint-Bruno 
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Seasonal Tax Seasonal Tax Publ ic 
Taxation District Assistance Infonnation Information 
Centres Offices Sub-Uf fices Centres Clinics Clinics 


Ontario Region (Regional Office: London) 


Ottawa Ottawa Pesnbroke Prescott 
Cornwall} Snith Falls 
Mont-Laurier, P.Q. Hawkesbury 
Shawille, P.Q. 


Toronto Barrie 
Mississauga 
Whitby 


Scarborough 


Sudbury Belleville Kingston Peterborough Bownanvil le 
Lindsay 
Minden 
Haliburton 


Hami 1 ton Oakville Simcoe 
Brantford 


Kitchener Guel ph 
Stratford 
Orangeville 
Hanover 
Owen Sound 
Walkerton 
Kincardine 
Goderich 


St. Catharines Fort Erie 
Port Colborne 
Welland 


London St. Thonas 
Woodstock 
Sarnia 
Chatham 


Windsor 


Sudbury Sault-Ste-Marie Iroquois Falls 
North Bay Cochrane 

Timmins 
Parry Sound 
Burks Falls 
Mattawa 
Sturgeon Falls 
Elliot Lake 
Gore Bay 
Little Current 
Espanola 
Hearst 
Kapuskasing 
Kirkland Lake 
Thessalon 
Blind River 
Smooth Rock Falls 
Gogana 
New Liskeard 


Thunder Bay Marathon 
Kenora 
Dryden 
Fort Frances 
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Taxation 
Centres 


Seasonal Tax Seasonal Tax Public 
District Assistance Information Information 
Offices Sub-Uf fices Centres Clinics Clinics 


Western Region (Regional Office: Calgary) 


Winnipeg, Man. 


Surrey, B.C. 


Winnipeg, Man. Brandon Thompson 
The Pas 
Flin Flon 
Selkirk 
Portage La Prairie 
Steinbach 
Morden 
Boissevain 
Dauphin 
Neepawa 
Swan River 
Russel] 
Lac du Bonnet 


Regina, Sask. Moose Jaw Yorkton 
Estevan 
Swift Current 


Saskatoon, Sask. Prince Albert Lloydminster 
Mel fort 


Calgary, Alta. Lethbridge Red Deer Drumheller 
Medicine Hat Hanna 

Oyen 
Claresholm 
Cardston 
Pincher Creek 
Brooks 
Banff 
Bowden 
Sundre 
Rocky Mountain House 


Ednonton, Alta. Fort McMurray Dawson Creek, B.C. 
Yellowknife, N.W.T. Grande Prairie 
Jasper 
Edson 
St. Paul 
Athabasca 


Penticton, B.C. Kelowna Trail 
Kam] oops Cranbrook 
Vernon 


Vancouver, B.C. Prince George Whitehorse, Y.T. Chil] iwack 
Gibsons 
Powell River 
Abbotsford 
Quesnel 
Williams Lake 
Paris, N.W.T. 
Prince Rupert 
Seckett 


Victoria, B.C. Nanaimo Duncan 
Ladysmith 
Parksville 
Port Alberni 
Courtenay District 
Campbell River 
Port Hardy 
Qualicun Beach 
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The Estimates Documents 


The Estimates of the Government of Canada are structured 
in three Parts. Beginning with an overview of total govern- 
ment spending in Part I, the documents become increas- 
ingly more specific. Part II outlines spending according to 
departments, agencies and programs and contains the 
proposed wording of the conditions governing spending 
which Parliament will be asked to approve. The Part III 
documents provide additional detail on each department 
and its programs primarily in terms of the results expected 
for the money spent. 

Instructions for obtaining each volume can be found on 
the order form enclosed with part II. 


© Minister of Supply and Services Canada 1986 
Available in Canada through 


Authorized Bookstore Agents 
and other bookstores 


or by mail from 


Canadian Government Publishing Centre 
Supply and Services Canada 
Ottawa, Canada KIA 0S9 


Catalogue No. BT31-2/1987-III-67 Canada: $9.00 
ISBN 0-660-53195-X Other countries: $10.80 


1986-87 Estimates 
Part III 


Royal Canadian Mounted Police 


Preface 


This Expenditure Plan is designed to be used as a reference document, 
and as such contains several levels of detail to respond to the various 
needs of its audience. 


This Plan is comprised of three sections. Section I presents an 
overview of the Program and a summary of its current plans and 
performance. For those interested in more detail, Section II 
identifies, for each activity, the expected results and other key 
performance information that form the basis for the resources 
requested. Section III provides further information on costs and 
resources as well as special analyses that the reader may require to 
understand the Program more fully. 


Section I is preceded by extracts from Part II of the Estimates in 
order to provide continuity with the other Estimates documents. Also 
included is an extract from Volume II of the Public Accounts provided as 
an aid in assessing the Program's financial performance over the past 
year. 


This document is designed to permit easy access to specific 
information that the reader may require. The table of contents 
provides a detailed guide to the contents of each section and a 
financial summary in Section I provides cross-references to the more 
detailed information found in Section II. In addition, references are 
made throughout the document to allow the reader to find details on 
items of particular interest. 


Table of Contents 


Extracts from Part II of the Estimates 


Extract from Volume II of the Public Accounts 


Section I 
Program Overview 


A. Plans for 1986-87 

Ae Highlights 

as Financial Summary 
B. Recent Performance 

le Highlights 

ap Review of Financial Performance 
C. Background 

1% Introduction 

7 i Legal Mandate 

De Program Objective 

4. Program Organization for Delivery 

D's Organization/Activity Structure Relationship 
D. Planning Perspective 

a Environment 

Zn Initiatives 

Die New Initiatives 

4. Continuing Initiatives 

De Program Effectiveness 

6. Program Evaluation 
Section II 


Analysis by Activity 


Enforcement of Federal Statutes and Executive Orders 
Canadian Police Services 

Police Services Under Contract 

Administration 


Section III 
Supplementary Information 


Analysis by Object 

lcs Expenditures by Standard Object 
2. Personnel Expenditures 

be Capital Expenditures 

4, Transfer Payments 

Cost Analysis 

Revenue Analysis 

Listing of Major Federal Statutes 
Executive Orders/Cabinet Directives 


Extracts from Part II 
of the Estimates 


Appropriation Authority 


Authority is sought in these Estimates to spend $724,587,000 in support 
of the 1986-87 Law Enforcement Program of the Royal Canadian Mounted 
Police. The remaining expenditures, estimated at $145,674,000 for 
contributions to benefit plans of Members of the Force and other 
employees will be made under existing statutory authority. 


Financial Requirements by Authority 


Vote (thousands of dollars) 


Royal Canadian Mounted Police 
Law Enforcement Program 

30 Operating expenditures 

35 Capital expenditures 


(S) Pensions and other employee 
benefits - Members of the Force 


(S) Contributions to employee 
benefit plans 


Total Program 


1986-87 
Main Estimates 


627,908 


96,679 


132,903 


422774 


870,261 


1985-86 
Main Estimates 


596,929 


90,041 
127,575 
13,745 


828,290 


Extracts from Part II 
of the Estimates 


Votes - Wording and Amounts 


Vote Department or agency 1986-87 
No. (dollars) Main Estimates 


— 


Royal Canadian Mounted Police 
Law Enforcement Program 


30 Law Enforcement - Operating 627,908 , 000 
expenditures, the grants listed 
in the Estimates, contributions, and 
authority to spend revenue received 
during the year 


35 Law Enforcement - Capital Expenditures 96,679,000 


—— = 


Program by Activities 


(thousands of dollars) 1986-87 Maln Estimates 1985-86 
Maln 
Author!zed Budgetary Total Est I mates 
Person- 
years Operating Capital Transfer Sub-total Less: 
payments Revenues 
Credited 
to Vote 


a 


Enforcement of Federal Statutes 


and Execut!ve Orders 468 314,776 18,375 10,032 345,183 28,785 314,400 270,180 

Canadtan Police Services 465 90,780 12,303 2,790 105,873 1,701 104,172 112,288 

Pollce Services Under Contract 918 567,060 53,178 14,4135 634,651 379,719 254,932 253,245 

Admtntstration 1,507 178,739 12,823 5,195 196,757 eee 196,757 192,579 

SS 
3,358 VlDlipooe 96 ,679 32,430 1,280,464 410,205 670,261 828,290 

ee ee 

1985-86 Author!zed person-years 19 377 


i a ee 


Note: The level of pollce personne! In the Royal Canadlan Mounted Police In the Department of the Sollc!tor General Is established by Treasury 
Board. for 1986-87, thls has been set at 16,205 pollce person-years. For Information on the distribution of police person-years by 
activity, refer to the departmental Part ||| of the Est!mate, Sectton Ill. 


Extract from Volume II 
of the Public Accounts 


Use of Appropriation for 1984-85 


(dollars) 


Vote 20 - Royal Canadian 
Mounted Police - 
Operating expenditures, 
the grants listed in the 
Estimates, and authority 
to spend revenue during 
the year 


Vote 25 - Royal Canadian 
Mounted Police - 
Capital Expenditures 


Statutory - Pensions and 
other employee benefits 


Statutory - Contributions 
to employee benefit plans 


Statutory - Federal Court 
Awards 


Total Program 


Main 
Estimates 


648 ,421, 000 


82,987,000 


128,778,000 


13,588,000 


873,774,000 


Total 


Appropr iat ions 


651,211,946 


101,205,000 
121,975,854 
15,659,000 
281,453 


890, 333,253 


Actual 
Use 


607,060,069 


90, 900, 682 


121,975,854 


15,659,000 


281,453 


835,877,058 


Section I 
Program Overview 


— 


A. Plans for 1986-87 


1. Highlights 


Among the activities which will involve a major focus of effort and 
resources during 1986-87 are: 


6 with the increased capability provided by incremental 
resources in 1985-86 and 1986-87, the Force will be continuing 
the enhanced protective activities to combat terrorism and 
violence directed against internationally protected persons 
and government institutions in the National Capital Region. 
The incremental resources also provide for enhanced Protective 
Services for consulates and internationally protected persons 
across Canada (see pages 11 and 44); 


® as part of the effort in combatting enterprise crime, the 
Force is targetting main drug traffickers, dismantling their 
illegal organizations and further impeding their successes by 
attempting to place under seizure the identified profits of 
crime (pages 11 and 44 provide detail on the success achieved 
in this area during 1984); 


e continuing the expansion of the Police Information Retrieval 
System (P.1I.R.S. - a shared repository on criminal activity 
and movements) to maximize a complementary relationship 
between technological expertise and operating and 
administrative components; this will involve the installation 
of 215 P.I.R.S. terminals during 1986-87; (see pages 54 and 
5D) 


® emphasizing methodologies concentrating on the Force's ability 
to expand community-based crime prevention with special 
emphasis on new and innovative approaches in assisting victims 
of crime and conducting searches for missing children (see 
page 60). 


e continuing to research newest techniques and augmenting the 
quality of service from the Canadian Police Sevices to the 
law enforcement community through the evaluation of new 
methodologies (e.g. explosives residue analysis) and 
additional computerization of manually-supported processes 
(e.g. conversion of the firearms registry); (see pages 46 and 
47) 
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® R.C.M.P. continually working with the Department of Justice 
and Solicitor General's Secretariat to improve legislation to 
enhance ability to combat criminal organizations; (see pages 
Z\wandez>) 


8 developing administrative procedures to support amendments to 
the R.C.M.P. Act, particularly in the areas of public 
complaints and external review of internal discipline and 
grievance processes; (see page 71) 


e the requirement to channel resources to the intelligence 
gathering function has increased since the separation of 
the Security Service; (see pages 13, 21, and 24) 


e investigating a projected Criminal Code caseload of 
approximately 586,000 cases, with particular emphasis on a 
program of detecting, controlling, and generally deterring 
impaired drivers; (see pages 60, and 67-69) 


e expanding co-operative efforts among government agencies 
through the application of improved EDP methods to combat 
commercial smuggling and the clandestine transfer of 
technology; (see pages 22 and 23) 


cy continuing attempts to maintain level of services to 
contracting partners, in spite of increased demands and no 
increase in resources, (due to provincial/municipal cost 
control programs) through judicious application of new 
technology, pro-active crime prevention measures and community 
involvement; (see pages 20 and 60) 


e reprioritization of policing resources to provide an enhanced 
level of protective services for internationally protected 
persons at Expo'86; and 


e augmenting training and investigative capabilities to combat 


the increased use of fraudulent or counterfeit documents by 
illegal immigration networks (see page 23). 
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Financial Summary by Activity 


Funding requirements for the Law Enforcement Program for both the 
Estimates and current fiscal year are presented by activity in Figure 


Figure 1: Financial Summary by Activity ($000) 


ee ee 


Estimates Forecast 


ee eee 


1986-87 1985-86 
OT 
Recelpts Recelpts For 
Total Credited Total Met Total Cred!ted Total Net Detells 
Expend! tures to Yote Expenditures Expend! tures to Vote Expend! tures Change See Page 
Enforcement of 
Federa| Statutes 
& ExecutI ve Orders 343,183 2,783 314,400 315,337 29,283 286,054 28,346 4 
Canadlan Police 
Services 105,875 1,701 104,172 104,488 1,121 103,367 805 48 
Police Services 
Under Contract 634,651 379,719 24,932 610,166 369,596 240,570 14,362 62 
Admintstrat ton 196,757 eee 196,757 187,285 eee 187,285 9,472 72 
Ne SS SS OS SS ea 
EEE 
1,780,464 410,203 870,261 1,217,276 400,000 817,276 52,985 


Person-years 
Subject to RCMP Act 16,205 15,668 


Other Person-years * 3,358 3,495 


SS SS eee 


® Person-years subject to the Public Service Employment Act, the Public Service Staff Relatlons Act, and the Public Service 
Superannuation Act. 


Explanation of Change: The financial requirements for 1986/87 are $53.0 


million, or 6.5% greater than the 1985/86 forecast expenditures. The 
major items contributing to the net increase are: 
$ Million 
e@ additional resources required for the protection 
of internationally-protected persons 20 
e reduction in administrative support resources as 
part of the general government reduction (6.1) 
e In the Police Services Under Contract Activity, 
restore operating and material resources to the 
authorized level and increase capital 18.0 
e increasing revenue from Policing Contracts (10.0) 
e increase in provision for salaries for inflation 7a | 
e increased provision for construction 7S 
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Explanation of 1985-86 Forecast: The 1985-86 forecast (which is based 
on information available to management as of December, 1985) is $11.0 
million or 1.0% less than the 1985-86 Main Estimates of 828.3 million 


(Extracts from Part II of the Estimates, page 5). The major 
contributing items are: 


e additional resources required for the protection 
of internationally-protected persons 


e reduced requirement for person-years in contract 
policing due to provincial and municipal cost 
control programs and the redeployment of contract 
personnel to protective duties 


@ general reductions due to government policy to 
reduce expenditures 


e reduced requirement in Canadian Police Services 


due to person-year savings, operations and 
material expenditure control 
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$ Million 


13.4 


C227) 


(8.0) 


(S22) 


B. Recent Performance 
1. Highlights 


Improving Systems for Protection of Internationally Protected Persons: 
Escalating terrorist actions in 1984-85 triggered emergency 
redeployments from other activities of regular police personnel to 
increase the protection of diplomatic and domestic dignitaries in the 
National Capital Region (N.C.R.). The recruitment and training of 
additional personnel commenced for the permanent enhancement of 
protective coverage in the N.C.R. and will continue during 1986-87 to 
provide improved protection across Canada. 


Increase in Enforcement Efforts Directed at Illicit Drug Activity: 
Seizures of heroin and cocaine increased markedly during 1984-85, as did 
the incidence of the arrest and prosecution of higher volume 
traffickers. In 1984, the Force investigated: 

146 traffickers in 1 kg. or more of heroin 

641 traffickers in 1 kg. or more of cocaine 

66 traffickers in 10 kg. or more of chemical drugs, and 

107 traffickers in 1000 kg. or more of marihuana, 500 kg. or more 

of hashish, or 50 kg. or more of liquid hashish 


Enforcement of the Export and Import Permits Act: Co-operation between 
U.S. and Canadian enforcement agencies has been fostered through 
bilateral discussions among representatives. Training of enforcement 
officers has been augmented to increase efficiency of enforcement 
efforts against the illegal exportation of strategically sensitive 
materials. 


Implementation of Changes in Role in Response to the Creation of 
Canadian Security Intelligence Service: Part IV of the Security 
Offences Act assigned primary enforcement responsibility to the 
R.C.M.P. in relation to the investigation and prevention of national 
security offences and crimes committed in connection with 
internationally protected persons. By executive order, protection is 
accorded other V.I.P.'s and by law and executive order, the Force is 
tasked to protect property, information and institutions of Canada 
against crime. The Force has added a capability to provide liaison 
function between C.S.1.S. and the R.C.M.P. as well as other law 
enforcement agencies. The link provides a medium of exchange of 
information regarding terrorism, criminal extremist activities and other 
national security matters. 


Maximizing Productivity Through the Development of Information Systems 
and Data Analysis: Responses include conversion of one million criminal 
records from manual systems to a computer data base and commencement of 
the development of an Integrated Data Network to replace the separate 
Canadian Police Information Centre (C.P.1.C.) and the R.C.M.P. Data 
Centre networks. 
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Economic Crime: The Force has consolidated responsibility for federal 
law enforcement in the areas of bankruptcies, securities and income tax 
crime, corporate and business frauds, counterfeiting, crimes where the 
Government of Canada is the victim, corruption of government officials, 
as well as organized white collar crime on a national and international 
scale. 


2. Review of Financial Performance 


Figure 2: 1984-85 Financial Performance ($000) 


__ S&S eS ee ee ee 


1984-85 
ete ed bee 2 SS: SS ea ee 
RECEIPTS 
TOTAL CREDITED NET MAIN 

ACTIVITY EXPENDITURES TO VOTE EXPENDITURE ESTIMATES CHANGE 
Fae RO LS Ee Se ee ee ee 
Enforcement of 

Federal Statutes 

and Executl ve 

Orders 386,668 29 ,609 357,059 353,370 3,689 
Canadltan Pollce Services 92,832 408 92,424 101,548 (9,124) 
Police Services 

Under Contract 581,469 357,989 223,480 25552) (11,845) 
AdmIntstratton 162,914 ware 162,914 183,531 (20,617) 
ee eee eee ee eee eee ee ee eee ee eee 
Total 1,223,883 388 ,006 835,877 873,774 (37,897) 


ee 


Explanation of Change: The financial requirements for 1984-85 were 
$37.9 million or 3.3% less than the 1984-85 Main Estimates. The major 
items contributing to the net decrease were: 


$ Million 
@ under-utilization of person-years 
(322 person-years) (24) 
@ unavoidable delays in capital projects 610533 
e expenditure restraint, particularly in motor 
transport expenses for fuel and maintenance (Geo) 
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C. Background 
ie Introduct ion 


The R.C.M.P. is the primary federal law enforcement agency responsible 
for the enforcement of a broad range of federal statutes and under Part 
IV of the Canadian Security Intelligence Act, has the primary 
responsibility to perform duties in relation to offences which 
constitute a threat to the security of Canada or an internationally 
protected person. (Section III - page 92 provides a listing of major 
Statutes). Other federal departments have statutory responsibility to 
administer legislation such as the Income Tax, Customs and Excise Acts 
and frequently call upon the R.C.M.P. to assist in matters requiring 
police investigations. 


Under the authority of federal-provincial policing agreements, the 
R.C.M.P. provides provincial police services to the territories and all 
provinces except Ontario and Quebec under the direction of the 
provincial/territorial Attorneys and Solicitors General. In addition, 
municipal police services are provided to some 191 municipalities in the 
Atlantic, Prairie and Pacific regions. As a provincial and municipal 
police force, the ®°.C.M.P. enforces the Criminal Code, Provincial 
Statutes, and certain municipal by-laws, as well as meeting federal 
enforcement requirements. This dual role provides the basis for cost 
sharing arrangements. 


A 1966 Federal/Provincial Administrative Agreement on Organized 
Crime tasked the Force as a co-ordinating body for the collection, 
analysis and dissemination of criminal intelligence. This agreement 
created a new role for the Force and provided the framework for 
investigations and operations directed at combatting organized crime in 
Canada. Field Intelligence Sections are strategically located across 
Canada. Special emphasis is placed on entrenched organized crime 
(including related income tax investigations). 


In 1966, a further Federal/Provincial Administrative Agreement on 
Financial Disclosure and Securities Regulations was approved. This 
agreement tasked the Force to establish investigative units to enforce 
the laws relative to securities offences. Investigative Sections were 
established in every province to deal with securities crimes, fraudulent 
bankruptcies, commercial crime and frauds against the Government of 
Canada. The R.C.M.P. was also tasked to establish and operate a 
repository for securities fraud information. 


Since 1949, the R.C.M.P. has represented Canada in Interpol and 
operates Canada's National Central Bureau which links with 135 countries 
in a system for communicating criminal information likely to assist in 
preventing and suppressing crime. The National Bureau links the world 
police network with Canada's police forces and law enforcement agencies. 
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The R.C.M.P. offers a variety of specialized services to the 
Canadian police community. Through operation of Canadian Police 
Services Activity, the Force provides the police community with a 
computerized criminal information repository, forensic laboratory 
services, fingerprint and other identification services as well as 
specialized police training. 


Security consulting and evaluation services relating to physical 
security of buildings and information, including electronic data 
processing systems are provided to the federal government and facilities 
designated as vital points under the auspices of Emergency Planning 
Canada. The Force also provides personal and residential protection to 
Canadian foreign dignitaries, embassies, consulates, and trade 
missions. A Bomb Data and Product Development Centre is maintained to 
provide the Canadian police community with information and suitable 
equipment to contend with incidents involving explosives, in addition to 
providing the explosives disposal capability in areas where the Force 
has jurisdiction. International co-operation is maintained to assist 
with investigations and product development when explosive devices are 
involved. 


2. Legal Mandate 


The origin of the Force dates back to 1873 and its present day role is 
based on authority and responsibility assigned under the Royal Canadian 
Mounted Police Act. This Act establishes the R.C.M.P. as a federal 
police force and provides the legislative basis for operation of the 
Force and authorizes the Solicitor General to enter into policing 
agreements with provincial and municipal governments. In addition, a 
number of Cabinet directives and international agreements assign 
protective responsibilities, while a substantial number of agreements 
with other federal departments have been developed to further articulate 
enforcement responsibilities. 


3. Program Objective 


The objective of the Law Enforcement Program is to enforce laws, prevent 
crime, and maintain peace, order and security. 


The Program has six sub-objectives: 
e to prevent and detect offences against federal statutes; 


r to prevent and detect crime and maintain law and order in the 
provinces, territories and municipalities under contract; 


e to improve police/community relations; 
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e to investigate offences which constitute a threat to the 
security of Canada or to internationally-protected persons; 


e to provide investigative and protective services to other 
federal departments and agencies; and 


a to assist, upon request, all Canadian law enforcement agencies 
by providing specialized police training, forensic laboratory 
and identification and information services. 


4. Program Organization for Delivery 


Activity Structure: Figure 3 shows the division of the Law Enforcement 
Program into four activities, each comprised of several sub-activities. 
The primary tasks of enforcing laws, preventing crime and maintaining 
peace, order and security are delivered through two activities: 
Enforcement of Federal Statutes and Executive Orders, and Police 
Services Under Contract. Canadian Police Services provide specialized 
police training, forensic laboratory, identification and information 
services. Administration provides support systems and services which 
include recruiting and in-service training. 
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Figure 3: Activity Structure 


LAW ENFORCEMENT PROGRAM 


Enforcement of 


Federal Statutes Police Services Canadian Police 


: Administration 
and Executive Under Contract Services 


Orders 


Forensic 


Laboratories 
Federal Law ; 


Departmental 
Administration 


Identification 


Provincial/ GAGE 


Territorial 
‘ Policing 
Protective Ore 
Policing Divisional 
Administration 


Informatics 


Information 


Municipal Necese 


Policing 


Police Services 
Other 


Training 


Canadian 


Police 
College 


Organization Structure: Authority and accountability for execution of 
requirements of the R.C.M.P. Act rests with the Commissioner, supported 
by his Deputy Commissioners and divisional Commanding Officers. The 
Commissioner reports to the Solicitor General of Canada, who in turn is 
responsible to the Parliament of Canada. As shown in Figure 4, there 
are 13 operational divisions. These divisions are sub-divided into 48 
sub-divisions and 716 detachments. The remaining three divisions are 
"HQ", "Depot" and "N" Divisions. 


"HQ" Division, Ottawa, provides administration and financial 
services in support of the corporate roles of the Commissioner, Deputy 
Commissioners and policy directorates. "Depot" Division at Regina, 
Saskatchewan is the Academy for training R.C.M.P. recruits. '"N" 


Division, Ottawa services the Canadian Police College, Musical Ride and 
Band. 
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Figure 4: R.C.M.P. Divisions 
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Figure 5 provides details on the Program's organization structures. 


Figure 5: Organization Structure 


SOLICITOR GENERAL 


COMMISSIONER 


D/Commr . D/Commr . D/Commr . D/Commr . Chief 
Operations Operations Canadian Police Financial 
Protective Criminal Services Officer 
Foreign Executive Internal Public Planning & 
Services Officer Communications Relations Audit Branch Evaluation 
Directorate Officer Branch Branch 


"B" Division 
St. John’ 
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Figure 6: 1986-87 Resources by Activity 


1986-87 Estimates 


Person- Other Total 
Years Person- Person- 
RCMP Act Years Years $000 * 
Enforcement of 
Federal Statutes 
and Executive Orders 4,889 468 SDF 343,183 
Canadian Police Services 1,047 465 AZ 10> 5075 
Police Services Under 
Contract 8,785 S18 95705 634,651 
Administration 1,484 P3507 25991 1IGT IST 
165205 53958 195565 1,280,464 


* These figures are gross expenditures and do not reflect revenues of 
$410.2 million credited to vote. 
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5.  Organization/Activity Structure Relationship 


Program resources are assigned and results achieved within the context 
of four Activities listed above. Accountability for the Program rests 
with the Commissioner who receives policy advice and functional support 
from four Deputy Commissioners and the Chief Financial Officer. 


Directors report to the Commissioner and are responsible for 


managing the policy development and program monitoring aspects of 
various components of the R.C.M.P. Law Enforcement Program. 


Divisional Commanders, who report to the Commissioner, are 
accountable for the resources utilized and the results achieved within 
their assigned regions. Ten of these Commanders have additional 
responsibilities to interface with the provincial/territorial Solicitor 
or Attorney General on such matters as resource planning, general 
enforcement policy, and the achievement of planned results. Divisional 
Commanding Officers are supported in the achievement of these 
responsibilities by the provision of policy and advice from 
Headquarters, Ottawa. 
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D. Planning Perspect ive 


The Royal Canadian Mounted Police, as Canada's national police force, is 
charged with a wide array of responsibilities and faces numerous 
competing priorities for the use of resources. This Expenditure Plan 
reflects resource allocations required to meet primary responsibilities; 
however, the need for flexibility to meet emergencies and new priorities 
must be recognized. 


Emergency situations are inevitable within the realm of police work 
and can arise on a local, regional, or multi-regional basis. While 
there is a degree of predictability to some of these situations, the 
diverse and wide expanse of Canada does not facilitate maintenance of 
contingency resources. Therefore, these situations are handled through 
temporary redeployment of resources. The availability of personnel 
employed in Police Services Under Contract is particularly significant 
in accommodating such situations and is a factor recognized in 
Federal-Provincial cost-sharing arrangements. When this occurs, planned 
outputs may not be fully achieved. This does not indicate that planning 
was invalid or that performance was substandard. It simply reflects the 
unpredictable nature of police work. 


1 Environment 


General: The past year has seen an unprecedented demand for R.C.M.P. 
resources. World-wide incidents of terrorism and increased travel by 
both national and foreign dignitaries have combined to cause the 
diversion of R.C.M.P. resources from normal duties to protective 
services. There is absolutely no indication that this pattern will 
change. These constant disruptions of normal work patterns have caused 
important investigations to go undone or to be late in receiving 
attention. Similar disruptions to home and family life of the 
membership have affected morale. 


Despite the foregoing, the Force responded to federal government 
initiatives to curtail public spending by planning a limited reduction 
of person-years. These will, out of necessity, be limited to the 
Administrative Support sector, and, due to the unavoidable requirement 
for an increase in protective personnel, only partially offset growth in 
that sector. 


The provision of additional resources in the area of Protective 
Services (provided partially through increments and partially through 
redeployment from administrative support resources) will provide an 
improved capability in the specific area of protective duties. This 
will not however, provide for an enhancement in our other areas of 
federal responsibility and indeed it may be necessary to continue to 
meet emergency requirements through reprioritization on an exception 
basis. 
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National/Internat ional Terrorism: Incidents such as the seizure of the 
Turkish Embassy in Ottawa during the Spring of 1985, the assault on the 
Indian Acting High Commissioner in Winnipeg, the threat to bomb the 
Toronto Transit System, the Air India crash, and the Narita Airport 
explosion demonstrate that terrorist acts are on the increase. Concern 


in this area is heightened by a general escalation of world-wide 
terrorist activity. 


Drug Enforcement: The illicit drug industry continues to escalate and 
is an extemely lucrative criminal activity in Canada. Drug Enforcement 
initiatives in the U.S.A. through the formation of major task forces to 
combat drug trafficking and the flow of funds associated with the 
traffic of illicit drugs have resulted not only in an influx of major 
drug trafficking syndicates from the U.S.A. to Canada, but also a 
substantial increase in money flow between the two countries. Major 
international drug trafficking organizations are using to their 
advantage the absence of viable legislation in Canada to deal with 
"Profits of Crime" and as a result, are amassing large sums of monies, 
available assets, and major holdings and are using these laundered 
finances to further their criminal activities. At the same time they 
insulate themselves even further from their illegal endeavours. 


Canada has not escaped increased violence and vicious acts of 
retaliation directed against persons who assist the Force as informants 
or witnesses in criminal proceedings. This places heavy 
responsibilities on the operation of a Source/Witness Protection Program 
and has an effect on resource deployment. 


Federal Policing: A shared objective of the Federal Government and the 
Force is to establish an effective and visible federal presence in 
Canada within the law enforcement community. The R.C.M.P., carrying out 
the federal "peace officer" role, has not been able to cope with the 
volume of demands for peace officer assistance from government 
departments responsible for administering federal statutes. There is a 
growing need for R.C.M.P. involvement in the investigation of offences 
committed against federal statutes and areas of enforcement of federal 
laws requiring an approach by well-trained, qualified peace officers. 


Immigration and Passport: Continuous changes in world conditions 
generate considerable effect on illegal immigration to Canada. The 
increased use of fraudulent or counterfeit documents and highly 
organized entry networks constitute an added challenge. 


Economic Crime: The rapid advances in E.D.P. system development, video 
technology, and cinematographic work have outstripped provisions in the 
Criminal Code and Copyright Act. Bill C-18 and the White Paper on 
Copyright contain proposals to alter shortcomings. Legislation will 
lead to increased activity in this sphere of enforcement. 
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Organized Crime and Criminal Intelligence: Canadian police forces 
continue to be faced with highly mobile, well-financed organized crime 
groups which are well connected both inter-provincially and 
internationally. In the latter case, this involves close criminal ties 
to similar groups in both the U.S.A. and 'taly, and more recently with 
the Orient, in particular, Hong Kong. Recent leadership challenges have 
occurred within various Canadian crime groups, resulting in outbreaks of 
violence and gang-style murders. These highly publicized activities 
have raised public concern and caused demands for more effective 
enforcement action. 


Outlaw motorcycle groups are moving to consolidate power, with 
rival groups openly confronting each other to strengthen membership, 
territorial control and international affiliations. There are sixty 
such gangs in Canada, several with definite ties to recognized organized 
crime families. In some areas of the country, they literally control 
the illegal movement of soft drugs. During 1984-85, approximately 
twenty-five motorcycle gang-related murders took place in Canada. 


Customs and Excise: Export and Import Permits Act investigations 
continue to increase. The United States has undertaken a stringent 
export control program because it is perceived that a significant 
outflow of strategic technology and equipment is being diverted to 
Soviet bloc countries. This occurred through the use of "third country 
trans-shipments" and "in-transit diversions". To foster continued good 
trade relations between Canada and the U.S., the latter has sought 
assurances that Canada will control the export of goods which 
incorporate U.S. technology. 


Police Training: To respond to the increasing sophistication of 
criminal activity technologically and in a business sense, Canadian 
police departments are again increasing demand for specialized training 
delivered by the Canadian Police College in Ottawa. (see Figure 29, 
page 57). 


Productivity: Both public and private agencies are endeavouring to 
improve the productivity of their personnel in order to minimize tax 
burdens or maximize profitability. This same cost effectiveness is 
demanded by all levels in government of police services and is 
manifested by minimal growth to meet newly-assigned commitments and a 
quest for means to accommodate possible downsizing. 


oe Initiatives 


The increase in terrorist activity has brought about a major shift in 
emphasis on the security of internationally protected persons. 


Targetting of high level traffickers and their financial conduits 
in the illicit drug trade remain prominent activities. The summary 
below includes slight changes of focus in response to environmental 
factors. 
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Die New Initiatives 


Productivity: In order to continue to enable support services to 
optimize their contribution to operational units without significant 
human resource increments, judicious expansion of the use of E.D.P. 
resources represents a viable option. The continued expansion of the 
Police Information Retrieval, System is a notable example; and, as a 
possible enhancement of the computer support already existing for the 
operational officer, a research project is underway to explore the 
"geocoding" of crime/occurrence data to aid unit commanders in effective 
resource deployment. 


The possibility of altering the role of voluntary police 
auxiliaries as a means of supplementing police service productivity is 
also being explored. 


Immigration and Passport: In addition to normal investigative 


activity,to specifically address the use of fraudulent documents in 
illegal entries to Canada: 


e Forensic Laboratory personnel are developing a Fraudulent 
Document Bank for known counterfeit travel documents, and 


e Emphasis will be given during in-service training courses and 
those provided to Customs, Excise, and Immigration Canada and 
External Affairs on the recognition of such documents. 


Federal Policing: The separation of the Security Service from the Force 
identified a need for the Force to enhance communications through a 
secure, automated national network. The Force is developing such a 
system to fulfill our investigative requirements associated with 
terrorism and national security investigations. 


4. Continuing Initiatives 


Police Training: To meet the anticipated six percent increase of demand 
for Canadian Police College training by other police departments, it is 
planned to expand the number of personnel trained by the same amount. 


Customs and Excise: One of the primary objectives of RCMP Customs & 
Excise is to curtail the unauthorized transfer of Canadian technology 
and the diversion of Canadian manufactured or purchased strategic goods. 


Similar foreign produced technology and strategic goods are legally 
imported into Canada for either consumption in Canada, or export under 
permit to certain countries of the world. The enforcement objective, 
therefore, is to prevent the illegal export, transfer, or diversion of 
these goods from Canada. Failure to perform this function could 
jeopardize Canada's trade relations with western nations and also would 
indicate its failure to comply with its commitment to COCOM. The 
majority of these goods and technology originate in the United States. 
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Bilateral plenary meetings since 1984 with United States government 
officials culminated in a memorandum to Ministers from the Department of 
External Affairs, outlining proposals for the manner in which each 
concerned department of the Canadian government intended to carry out 
its responsibilities vis-a-vis the administration and enforcement of an 
enhanced export control program. 


A development from this forum was provision for assistance from the 
RCMP to External Affairs and National Defence in identifying criteria 
and input fields of identification for an electronic data processing 
system currently under study. As External Affairs and the Department of 
Defence do not presently have computerized records on export permits 
applications, the RCMP was requested to identify its enforcement needs 
during the design stage of this study. As an investigative tool, this 
system would provide analytical information which would assist our 
enforcement activities. For example, should there be a concern in 
relation to the export of a specific commodity, who purchased it, and 
where it was going, the field of investigative possibilities would be 
narrowed to a manageable state. 


Between October 1984 and February 1985 approximately 115 members of 
the RCMP received special training in the enforcement of the Export and 
Import Permits Act. This course will continue through the Commercial 
Smuggling Course with plans to train 25 members during 1986-87. 


Economic Crime: In order to counter growing E.D.P. crime, it has been 
necessary, on an ongoing basis, to augment this sector's resources from 
those of other Federal units. With no new resources available for 
1986/87, this procedure will continue to meet the demand resulting from 
pending legislation on computer and copyright, and the recent increases 
in commercial crime both nationally and internationally. 


Nat ional/International Terrorism: Authority has been provided for 
additional person-years to provide the security previously afforded by a 
private guard service. 


These resources cover the additional costs of adding regular 
members and special constables for the protection of embassies, 
consulates and internationally-protected persons, increased explosive 
disposal and technology services, and counter-terrorist intelligence 
activities in the National Capital Region. This commitment will 
continue for the foreseeable future in response to increased terrorist 
activity in this country. Augmented security included enhanced 
protective services to foreign diplomatic missions, consulates, and 
internationally-protected persons outside of the National Capital 
Region, across Canada. 
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Organized Crime and Criminal Intelligence: Operational meetings 
involving federal law enforcement officers from Canada, the United 
States, Italy, and Australia were held in 1982 and 1984 to enhance the 
identification and control of organized groups. Further meetings are 
proposed in the future. 


The R.C.M.P. encourages permanent Joint Forces Operations 
involving other police forces in major cities across Canada. The 
approach maximizes their investigational and enforcement capabilities in 
combatting particularly complex or large scale criminal activities. 


580 members are currently dedicated to organized crime and criminal 


intelligence in support of operations leading to prosecutions of crimes 
often beyond normal police capabilities. 


Drug Enforcement: Fundamental activities include suppression of drug 
trafficking through drug interdiction, dismantling of major drug 
distribution syndicates, prosection of major international and national 
drug violators, confiscation of funds involved in illicit drug activity, 
and prosecution of the financiers of illicit drug crime. While 
approximately 3% of federal drug enforcement investigative efforts will 
be devoted solely to the latter two activities, the financial aspects 
are routinely investigated as part of any drug investigation. 


An effective "Source/Witness Protection Program" will be maintained 
to provide special protective measures for individuals whose personal 
lives and those of their families have been placed in jeopardy as a 
consequence of co-operation with authorities and/or testimony in court 
proceedings against drug offenders. 
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Ds Program Ef fect iveness 


Resource requirements are determined by an analysis of a number of 
indicators relevant to law enforcement. Such things as number of cases 
handled, number of cases successfully cleared, and police to population 
ratios are important in determining the level of police resources 
required. The problem with most statistical information available is 
that it is quantitative rather than qualitative. Statistics are used 
extensively as a management tool, but in the final analysis, a judgement 
decision must be made to determine the level of enforcement to be 
provided. This decision must take the level of public satisfaction into 
consideration. and, in the case of Police Services Under Contract, 
consultation with provincial and municipal officials on the level of 
resourcing they will agree to fund. The policing agreements are an 
important determinant in resourcing decisions. 


A measure of effectiveness for the Law Enforcement Program is the 
ratio of actual offences cleared to actual offences committed. This 
ratio, commonly referred to as the clearance rate, serves as a useful 
monitor of effectiveness. Significant fluctuations or major changes 
over time signal the need for further analysis. A myriad of factors can 
influence clearance rates. For example, a change in the complexity of 
reported crime can increase the time required to investigate certain 
types of offences. If resources remain constant, this phenomenon can 
reduce the number of offences successfully concluded within available 
time. Similarly, a major increase in reported crime raises the case 
burden of each investigator and may impact upon the successful clearance 
of cases by reducing the average time available per investigation. 


Although recent Statistics Canada data indicates an aging 
population, which when considered in conjunction with data that shows 
the impact of crime within the group between 16 and 25 years, should 
lead to a downward crime trend, this phenomenon has not yet manifested 
itself within R.C.M.P. jurisdictions (e.g. rural areas and communities 
adjacent to major centres). 
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Figures 7 through 10 show actual and forecasted cases cleared along 
with reported and actual offences investigated by the R.C.M.P. over a 
five year period. 


Definitions: 


Reported - call for service to a police organization from any source, 
reporting the need for on-the-scene police assistance. 


Actual - a "reported" call for service which is determined by 
investigation to have happened or to have been attempted. 


Cleared - An "actual" call for service where an offence has been 
confirmed, the offender is know, and sufficient evidence has been 
uncovered to support the laying of a charge. 


Figure 7: Criminal Code - Excluding Traffic (Total Force - 
RCMP Jurisdiction) Reported, Actual and Cleared Cases 
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Figure 8: Criminal Code - "Persons" 
Reported, Actual and Cleared Cases 
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Figure 9: Criminal Code - "Property" 
Reported, Actual and Cleared Cases 
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Figure 10: Criminal Code - "Other" 
Reported, Actual and Cleared Cases 
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Federal offences are violations of federal statutes. These include 


offences against Acts such as the Narcotic Control, Food and Drug, 
Customs, Excise, Export/Import Permit, Income Tax, Combines 


Investigation, Bankruptcy, Immigration and the Citizenship Act. For a 
list of major federal Acts, see page 92. Further details on federal 


offences are provided on pages 38 and 39. 


Figure 11: Federal Offences Investigated by the RCMP 
Reported, Actual and Cleared Cases 
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6. Program Evaluation 


In addition to the above-noted statistics, the Royal Canadian Mounted 
Police is currently implementing a full-scale program evaluation plan 
which covers separate components of the Law Enforcement Program. This 
function permits a deeper, albeit periodic, examination of the 
effectiveness of individual aspects of the Force's activity. 


In previous years, evaluation studies were focussed principally 
upon the Federal Law sub-activity of the Federal Statutes and Executive 
Orders Activity (e.g. Immigration and Passport, Customs and Excise, 
Migratory Birds/Canada Shipping, Crime Index Sections, etc.). An 
evaluation assessment of the Force's Training Program and a study of the 
Canadian Police College, both of which started in 1984/85 are still 
underway. Brief details of the four studies completed in 1984/85 are 
provided below. 


Police Dog Services: Police Dog Services (PDS) provide an operational 
support service of detecting evidence, and locating persons and objects 
for R.C.M.P. investigators. In addition to a specific contractual 
arrangement with the Ministry Transport (MOT), i.e. explosives detection 
at international airports, the PDS Sections are also used for crime 
prevention and public relations functions. The Evaluation Study 
concluded that PDS was providing a satisfactory service to its clients. 
Recommendations, which related to general program enhancements, included 
the modifications of policy to ensure more effective screening of 
requests for service and to increase time spent on detection; the 
revision of the PDS data collection system; the formulation of criteria 
to determine establishment levels; and the development of a program to 
ensure continued availability of qualified training personnel. The 
recommendations were approved by the Senior Executive Committee for 
follow-up action. 


Air Services: This Program entails the provision of an air 
transportation service to assist personnel on police operational duties 
in their law enforcement commitments throughout Canada. The Evaluation 
Study indicated that the program provided a safe, efficient, expedient. 
and reliable transportation system which met the needs of the majority 
of its users. Recommendations pertaining to aircraft utilization and 
maximizing pilot utilization were reviewed and are to be implemented 
where feasible. Various suggestions made by users for Program 
improvements were also reviewed. As a result of this evaluation, a 
renewed effort will be made to ensure that aircraft capacity is fully 
opt imized. 
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Airport Policing: This program entails the provision of physical 
security protection at ten international (Class I) and eight domestic 
(Class I1) airports in accordance with terms specified in an RCMP/MOT 
Memorandum of Agreement. The program is fully funded by the Department 
of Transport. The study concluded that overall the R.C.M.P. is 
providing an effective policing service at airports. Recommendat ions 
dealt with interaction between the two entities involved in the program; 
the course training standard utilized for the training of personnel; the 
development of certain guidelines for reporting offences and controlling 
budgetary expenditures. As a result of this evaluation, relevant 
follow-up was commenced to review these recommendations and to implement 
corrective action where warranted. 


Security Engineering Program: The Security Engineering Program is 
responsible for assessing the quality of, and providing advice on the 
use of security equipment. The program is also responsible for the 
design, testing and evaluation of security equipment and investigational 
aids, providing technical and operational assistance to investigators 
within the R.C.M.P., and the training of government security personnel. 
The Evaluation Study indicated that program clients were generally 
satisfied with the quality of service provided, however, there were 
problems with timeliness in the completion of long-term projects. 
Recommendat ions presented to the Senior Executive Committee which were 
approved for action, related to the Program's project management and 
data collection systems, the training of Security Engineering personnel, 
and the interaction with clients on project selection and progress. 
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Section II 
Analysis by Activity 


A Enforcement of Federal Statutes and Executive Orders 
Ob ject ive 


To prevent and detect offences against federal statutes; to investigate 
offences which constitute a threat to the security of Canada or to 
internationally-protected persons, and to provide investigative and 
protective services to other federal departments and agencies. 


Plans for 1986-87 include: 


© increasing the permanent delivery of protective services to 
combat politically-motivated terrorism and violence against 
internationally protected persons and government institutions; 


e implementing new policy flowing from the Security Policy Under 
Review proposals which may affect physical security measures, 
in addition to persennel security measures, to provide 
protection to government assets consistent with the security 
classification system focussing on the significance of 
government information assets; 


e increasing crimes involving computers dictates continuing 
emphasis on related protective measures and investigative 
capability; 

€ continuing enforcement emphasis to interdict importation of 


drugs and concentrating on the detection and prosecution of 
financiers, importers, and traffickers of illicit drugs and 
substances; 


e ensuring that close R.C.M.P./C.S.1.S. co-operation and liaison 
are maintained where investigational interests overlap or 
merge to ensure that national security concerns are dealt with 
effectively and efficiently; 


e directing increased investigative efforts on the use of 
fraudulent documents by organized groups supporting the entry 
of illegal immigrants; 


e assisting the United States to control unauthorized exports of 
high technology material through Canada by seizure and 
investigation of violations of Canada's Export and Import 
Permits Act; and 
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) enhancing international co-operation to aid in the collection 
of intelligence on major families and groups active in 
organized crime. 

Resource Summary 


Expenditures for the Enforcement of Federal Statutes and Executive 
Orders Activity will account for approximately 26.8% of total operating 
expenditures for 1986-87 and 27.4% of person-years. 


Figure 12: Activity Expenditures ($000)and Person-Years 


Estimates Forecast 
1986-87 1985-86 
$ P-Y $ 1, igalPay 
Expenditures 343,183 5,357 315,337 4,896 
Less Revenue 28, 783 275200 
Net Expenditures 314,400 DgoIT 286,054 4,896 


Explanation of Change: The financial requirements for 1986/87 are $28.4 
million, or 9.9% greater than the 1985/86 forecast expenditures. The 
major items contributing to the net increase are: 


$ Million 

e additional resources required for the protection 

of internationally-protected persons 260 
e reduction in revenues due to replacement of 

private guards at embassies (costs previously 

recovered from External Affairs) 6.0 
@ reduction in expenditures for guard services at 

embassies and consulates (6.0) 
@ increase in provision for salaries for 

inflation Vjxe, 
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Past Financial Performance 
Figure 13: 1984-85 Financial Performance ($000) 
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1984-85 
Actual Main Estimates Change 
Expenditures 386,668 387,976 (1,308) 
Less Revenue 29,609 34,606 4,997 
Net Expenditures bye BU ede, BIBS 500 3,689 


Explanation of Change: The financial requirements for 1984-85 were 
$3.7 million or 1% greater than the 1984-85 Main Estimates. The major 
items contributing to the net increase were: 


$ Million 

e Projected revenue from External Affairs 

for Embassy Guards services was estimated 

higher than actual Ve5 
e Projected revenue from Department of Transport 

for Airport policing services was estimated 

higher than actual 4.5 
e Department of Indian and Northern Affairs 

paid outstanding accounts from 1983-84 (1.0) 
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Description 


The Enforcement of Federal Statutes and Executive Orders Activity may 
best be described in terms of its three sub-activities. 


Federal Law: This includes prevention, detection, and investigation of 
offences against Federal Statutes and Executive Orders. It involves 
specialized investigations such as drug trafficking, contract killing, 
extortion, laundering of money, white collar (economic) crime, 
sophisticated frauds, misappropriations, bankruptcies and tax frauds. 
Also involved are investigations into Immigration and Customs Act 
offences, Import and Export Permit Act offences, the collection and 
dissemination of criminal intelligence relating to organized crime 
syndicates and other high profile enterprise crimes, and acts of 
violence by terrorist groups. 


Operations - Protective: This includes protection of Canadian and 
foreign dignitaries, Federal Government facilities and assets, as well 
as the research, development and evaluation of security equipment, 
materials, and concepts on behalf of the Government of Canada. In the 
aftermath of the terrorist attack on the Turkish Embassy in Ottawa, 
additional person-years were added to strengthen protective measures for 
embassies, consulates and internationally-protective persons in the 
National Capital Region and across Canada. 


Police Services Other: "As a result of the recommendations in the 
report of the Task Force on Policing on Reserves dated January 8, 1973, 
a Cabinet document dated June 22, 1973 provided approval for a program, 
carried out in co-operation with the Department of Indian and Northern 
Affairs, for Indian Special Constables policing Reserves in those 
provinces in which the R.C.M.P. serves as the provincial police force. 
The Task Force recommended that the Indian Special Constables become 
involved in law enforcement with a particular emphasis on Crime 
Prevention and Police Community Relations. The complement of Native 
Special Constables has grown to 189 person years. 


Airport Security and Policing is another program delivered by the 
R.C.M.P. The costs of this program are recovered from Transport 
Canada. The objective is to maintain security of airports and departing 
flights at ten international and eight major domestic airports. 


Performance Information/Resource Justification 


Figures 14 and 15 display crime statistics relative to the Federal 
Policing Function. Information is also provided on non-crime functions 
performed by the Force. Non-crime data refers to a significant group of 
occurrences which are not necessarily crime-related, but nevertheless 
require attention by the police. These include calls for assistance by 
the public in various emergency situations, property checks, issuance of 
permits, service of legal documents and other related duties. 


36 (Royal Canadian Mounted Police) 


An effectiveness indicator for the Enforcement of Federal Statutes 
and Executive Orders Activity is the ratio of actual offences cleared 
divided by the total actual offences. Figure 14 shows the reported and 
actual offences along with the number cleared. 


Figure 14: Federal Offences, Excluding Traffic, Invest igated 
by R.C.M.P. Federal Resources 
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Figure 15: Volume of Non-Crime Services 
Provided by R.C.M.P. Federal Resources 
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Federal Law: Figures 16 and 17 provide a breakdown of major offences 
included in Figure 14. Clearance rates are not currently available at 
this level of disaggregation. 


Figure 16: Distribution of Major Federal Offences 
Investigated by the R.C.M.P. in 1983 
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Figure 17: 


Distribution of Major Federal Offences 
Investigated by the R.C.M.P. in 1984 
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Economic Crime Enforcement: Economic Crime Enforcement is directed at 
computer-related crime, corporate and business frauds, securities and 
income tax crimes, counterfeiting, corruption of government officials 
and organized white-collar crime on a national and international scale. 


In the Commercial Crime category, the following statistics applied 
for 1983 and 1984: 


Figure 18: Commercial Crime Enforcement 


1983 1984 
Reported Offences 10,574 8,454 
Estimated Value $237., 796,269 $336, 166,668 
Recoveries $8,176,561 $24 , 392, 786 
Persons Charged 647 15201 
Fines $746,049 $982 ,482 


— Eee EP 
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Economic Crime focus on the lucrative market of software/video 
piracy has resulted in the following numbers of Copyright Act 
invest igat ions: 


1981 13 
1982 20 
1983 102 
1984 164 
1985 (to 85-07-31) 85 


Drug Enforcement: The objective of drug enforcement is to reduce the 
availability of narcotics. A reduction in street level purity of the 
narcotic suggests this objective is being achieved. Figures 19(a), (b), 
and (c) illustrate the relationship between enforcement action and the 
street level purity of heroin. The relationship prevails during normal 
supply conditions. However, if world supply significantly increases as 
a result of bumper crops, enforcement efforts would not likely generate 
the desired effect. 


Figure 19 (a): Number of Persons Charged in Canada by the 
R.C.M.P. for Heroin-related Offences 
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Figure 19 (b): Kilograms of Heroin Seized by the R.C.M.P. 
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Figures 20 (a), (b), and (c) illustrate the relationship between 


enforcement action and the street level purity of cocaine. 


As noted in 


Figures 19 (a), (b) and (c), an increase in enforcement action will 


generally reduce the purity of illicit drugs. 


However, since 1978 world 


production of cocaine has tripled; the impact of this is reflected in 


Figures 20 (a), (b) and (c). 


Enforcement activity increased in terms of 


seizures and persons charged while street level purity continued to 


increase. 


Figure 20 (a): 
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Figure 20 (b): Kilograms of Cocaine Seized by the R.C.M.P. 
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Figure 20 (c): Average Purity of Cocaine 
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The shift of drug enforcement emphasis to concentrate upon major 
violators has proven successful. In 1984, approximately 39.9 kilograms 
of heroin was seized in Canada, compared to 30.4 kilograms in 1983, and 
only 8.3 kilograms in 1982. In 1984, approximately 115.5 kilograms of 
cocaine was seized in Canada, compared with 98.1 kilograms in 1983, and 
46.1 kilogams in 1982. In relation to Cannabis Drugs, seizures of 
hashish increased to 5,532 kilograms in 1984 as compared to 3,467 in 
1983, while seizures of marihuana decreased considerably from 23,361 
kilograms in 1983 to 5,604 kilograms in 1984. The decrease in marihuana 
seizures is consistent with the shift of enforcement emphasis to 
concentrate upon major violators. 


In the area of detecting and prosecuting drug financiers, during 
1984, the R.C.M.P. successfully prosecuted several major cases involving 
substantial proceeds of drug crimes, thereby disrupting major drug 
laundering syndicates and terminating the flow of millions of tax free 
dollars outside Canada. 


Operations Protective: Figure 21 identifies the volume of security 
functions performed by the R.C.M.P. These functions include security 
for V.I.P. visits, security inspections and surveys of physical 
installations and consultation on security requirements. 


Early in the 1985-86 fiscal year, the Force took over 
responsibility for all static guard posts in the NCR. Regular Members 
and Special Constables were immediately redeployed to the Ottawa area to 
augment commercial guard services at Embassy posts. As additional 
R.C.M.P. personnel are hired and transferred for these protective 
duties, commercial guard services are being reduced with the full 
takeover to be completed by March 31, 1986. These duties include 
continuous protection ranging from intensive bodyguard/escort and static 
guard services to periodic patrols of designated residences and/or 
offices of 218 foreign and Canadian dignitaries (diplomats, diplomatic 
staff, cabinet ministers, etc.), 33 Supreme and Federal Court judges, 
the Prime Minister and his family and the Governor General and her 
family. 


Commencing in 1986-87, the Force will also augment the protection 
provided for consulates and internationally-protected persons outside 
the NCR through a similar phasing in of Regular Member and Special 
Constable protective services in lieu of commercial guards. 
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Figure 21: Volume of Security Functions Performed 
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B. Canadian Police Services 


Object ive 


To assist, upon request, all Canadian law enforcement agencies by 
providing specialized police training, forensic laboratory, 
identification and information services. 


Plans for 1986-87 include: 


development of a single Integrated Data Network to replace the 
present separate Canadian Police Information Centre (C.P.I.C.) 
and R.C.M.P. Data Centre networks; 


continued prioritization of casework to enable limited 
forensic science resources to maintain a high quality forensic 
service to meet the needs of the Law Enforcement agencies and 
the evidential requirements of the courts; 


evaluation of new methodologies and instrumentation to improve 
the level of forensic laboratory services; 


conclusion of the replacement of the Ampex Videofile 
Fingerprint storage system with digital optical disc storage; 


development of optical disc storage systems for the Criminal 
History (F.P.S.) file collection, master fingerprint 
collection, and F.P.S. subject photographs; 


complete conversion of the manual Firearms Registry to a 
computerized Restricted Weapons registration system; 


evaluation of the following new methodologies and 
instrumentation in order to improve the level of forensic 
laboratory services: 


- scanning electron microscope - energy dispersion X-ray 
analysis; 

- breath test program; and 

- explosives residue analysis. 


implementation of a counterfeit passport data bank to 
investigate the increasing incidence of counterfeit and 
altered travel documents; and 


providing police training in management and specialized areas. 
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work begun in 1985-86 will continue in 1986-87 to rebuild the 
R.C.M.P. telecommunications systems in a portion of "B" 
Division (Cornerbrook), and Divisions-wide in "K" Division 
(Alberta), and "0" Division (Southern Ontario); 


continuing development, implementation and delivery of 
R.C.M.P. information systems such as the Police Information 
Retrieval System (P.I.R.S.), the Computerized Integrated 
Information Dispatch System (C.1.1.D.S.), the Financial 
Management System (F.M.S.), and the R.C.M.P. Office Support 
System (R.0.S.S.) to provide productivity improvements; 


creation of an R.C.M.P. data administration function to 
provide centralized management of corporate data as a primary 
resource of the Force to meet accountability for value, cost, 
legal and legislative obligations required by Treasury Board 
and the Access to Information and Privacy Act; 
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Resource Summary 

Expenditures for the Canadian Police Services Activity will account for 
approximately 8.3% of total operating expenditures and 7.7% of Force 
person-year utilization for 1986-87. 


Figure 22: Activity Expenditures ($000) and Person-Years 


Estimates Forecast Actual 
1986-87 1985-86 1984-85 
$ P-Y $ P-Y $ Pay 
Forensic 
Laboratories 21,036 339 Wipe voles 353 18,882 bY eo, 
Identification 
Services 25,191 434 25,065 434 22.440 446 
Informatics 50,980 625 48 ,090 626 41,416 593 
Canadian Police 
College 6,327 79 Dy as 71 D156 68 
Registry Records - - - - 21 U9 50 
Information 
Access Upp dy) 35 2,474 53 V670 34 
105 ,873 1,512 104,488 e107 92G B52 1,516 
Less Revenue 1,701 1,121 408 
Net Expenditure 104,172 1,512 103,367 Ley, 92,424 1,216 


Explanation of Change: The financial requirements for 1986/87 are $0.8 
million, or 0.8% greater than the 1985/86 forecast expenditures. The major 
item contributing to the net increase is: 


$ Million 
e increase in provision for salaries for inflation Way. 
@ miscellaneous expenditure reductions and a 
revenue increase for the Police Information 
Retrieval System (059) 
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Past Financial Performance 


Figure 23: 1984-85 Financial Performance ($000) 
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1984-85 
Actual Main Estimates Change 

Forensic Laboratory Services 18,882 21,067 (2,185) 
Identification Services 22,419 27,407 (4,988) 
Telecommunications and 

E.D.P. Services 41,416 33,746 7,670 
Canadian Police College Disld6 4,910 826 
Registry Records 2,709 12 243 (9,534) 
Information Access 1,670 2D theo (505) 
Sub-Totala.. 92,832. ,..»1401,548 (8,716) 
fecotrerentc 408 - 408 
Net Expenditure 92,424 “101,548 (9,124) 


Explanation of Change: The financial requirements for 1984-85 were $9.1 
million or 9.0% less than the 1984-85 Main Estimates. The major items 
contributing to the net decrease were: 


$ Million 

e Main Estimates figures include resources 

for registry services which were 

subsequently transferred to the Adminis- 

tration Activity during 1984-85 (om) 
e Unavoidable delay in construction of the 

Winnipeg laboratory (3.0) 
e Net adjustments in capital equipment 

projects among sub-activities thes 2 
@ miscellaneous expenditure reductions 2.2 
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Description 


The Canadian Police Services Activity may best be described in terms of 
its six sub-activities. 


Forensic Laboratories: Forensic laboratory services are made available 
to Canadian police agencies, other government agencies and the courts 
through eight Crime Detection Laboratories strategically located across 
Canada. Expert opinion based on scientific examination of exhibits is 
provided as an aid to investigators and the courts. 


Identification Services: Identification services are provided through 
maintenance and operation of a central repository for fingerprints and 
criminal records, the Firearms Registry and the Canadian Police Services 
Information Centre. 


Informatics: This Directorate develops and maintains a comprehensive 
Program of Information Management which includes Electronic Data 
Processing, Telecommunications, Office Systems and the technologies 
associated with their convergence and interconnection. To support the 
work, effectiveness, and safety of the Canadian police community, this 
Directorate provides electronic data processing and telecommunicat ions 
services through the facilities of the Canadian Police Information 
Centre. 


Canadian Police College: The Law Enforcement Community is provided with 
manager development training supported by related studies and widely 
available publications. As well, specialized and technical training 
courses are made available to all Canadian Police, other government 
agencies, and on a limited basis, to Commonwealth and Foreign Police 
Agencies. 


R.C.M.P. Records Services: Records Services, as a component of 
Informatics Directorate provides: Planning, direction, control and 
co-ordination of the Force's non-automated information systems, and 
control of the Force's identity program. Information Systems Branch, 
Records Management Branch offers policy direction and procedures for 
management of recorded information, mail handling, creation and 
management of libraries, quality assurance reviews of Field Records 
Management and the planning direction and co-ordination of the 
micrographics program. 


Information Access: Legislative requirements governing access to 


information and privacy are met by the Information Access Directorate 
located in Ottawa. 


50 (Royal Canadian Mounted Police) 


Performance Informat ion/Resource Justification 


Forensic Laboratories: Support to law enforcement agencies and the 
courts requires meeting non-discretionary demands for forensic 
examinations and evidence. Figure 24 illustrates the results and 
outputs of laboratory operations based upon experienced and projected 
demand. Performance in terms of demand, reports, and court attendance 
is presented as follows. 


"Casework demand" refers to cases submitted by law enforcement 
agencies, each of which normally requires several examinations to 
provide all available forensic information. 


"Reports issued" refers to reports prepared by the laboratories on 
analysis performed in support of law enforcement; examination 
conclusions reported to client agencies lead to pleas of guilty, 
exoneration of citizens under suspicion, redirection or changes in 
the scope of investigations and evidence presentations. These 
results contribute to the success rates of law enforcement 
programs. 


"Court attendance" refers to the provision of expert evidence 
based on scientific findings and conclusions as a direct 
support to the courts. 


Figure 24: Demand for Forensic Laboratories Services 


-_—_oOCO-- SS. 


Forecast Forecast 
1982-83 1983-84 1984-85 1985-86 1986-87 


Casework Demand 16, 72 18,680 W091* F205895* §22,351* 
Reports Issued 16,441 18,305 16,920 17,701 17,940 
Court Attendance 4,262 Bie) 253m 4 Baa a NF 2,810 


These numbers reflect a lower demand trend due to a gradual shifting of 


drug analysis cases from the Forensic Laboratories to the Dept. of 
Health and Welfare Laboratories. 
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Figure 25 illustrates total demand, outputs and backlogs in terms 
of person-years. The difference between "demand" and "output" is 
unfulfilled demand, which is composed of work returned to clients 
without examination due to staff shortages plus the increase in backlog 
from year to year. "Backlog" is composed of work in progress, high 
priority work awaiting commencement and queued lower priority cases. An 
increase in backlog has been avoided to date through rigorous screening 
of casework and establishment of a case priority system. A more 
rigorous application of these administrative techniques cannot be 
instituted without resulting in an unacceptably low level of service. 
Implementation of new methodologies to maintain the forensic laboratory 
services at an internationally-acceptable operational level is 
essential. These more complex methodologies increase the time which a 
scientist must allocate to each case. Implementation of new 
methodologies is often contingent upon the availability of appropriate 
resources. Response time (time between case receipt and advice to the 
submittor of the results) is being maintained at four weeks. 


Figure 25: Total Demand and Capacity for Forensic Laboratories 


Whol uime Actual Forecast Volume 
250 


FUQUAUNVAULAOUOULOULLUOULULLL LUAU 


s3-84 4-85 85-86 86-87 
MB Backlog [J Cemand 
EF) Qutput BP-''s Utilized 


Source: Directorate Work Statistics 
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Identification Services: Figure 26 illustrates actual (up to 1984-85) 
and forecast (1985-86 and 1986-87) demand for Identification Services in 
terms of person-years compared to available Capacity. For years up to 
and including 1984-85 the difference between "P-Y,s available" and 
"actual production in P-Y's" is accounted for by the use of casual 
person-years and overtime. The effect of efficiencies obtained through 
technological change should result in increased person-year productivity 
in future years. 


Figure 26: Total Demand for Capacity for Identification Services 


Demand Cemand 
uAR Actual Forecast uae 
00 = =aas= = 4300 
208 = = = = 4200 
100 = =ans = = 4100 

S3-84 84-385 85-86 &6-a7 
[ ]Demand Ej Capacity “M's Utilized 


Source: Directorate Work Statistics 
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Informatics: Figures 27 and 28 provide performance information for this 
sub-activity. The R.C.M.P. Data Centre is a centralized departmental 
E.D.P. facility available through remote terminals strategically located 
in Divisions with its systems being more readily defined as follows: 


Canadian Police Information Centre (C.P.I.C.): The C.P.1.C. 
system provides automated operational services to the general 
police community under the Canadian Police Services Activity of 


the Force. 
Criminal Operations Police System (C.0.P.S.): The C.0.P. system 
provides automated operational data services to support 


departmental programs of the Force under the Federal Statutes and 
Executive Orders and Police Services Under Contract activities of 


the Force. 


Administrative Information Systems (A.1I.M.S.): The A.I.M. 
System provides an automated administrative data service to 
support the administrative activities of the Force. 
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Figure 27: 


Performance Data for E.D.P. Services 


a 


Forecast Forecast 
Service * Criterla 1983-1984 1984-1985 1985-1986 1986- 1987 
Se i ee er i 
C.P.1-C. Schedu led 
Scheduled Terminal 
Hours/Yr. Hours/Yr. 
(8736) 11,304,384 11,348,064 11,348,064 11,348,064 
Data 
Characters 
Stored 
(mill tons) 6,484 8,890 
Avallablitty 
de 99.2 99 99 99 
C.0.P.S. Scheduled 
Scheduled Terminal 
Hours/Yr. Hours/Yr. 
(8736) 777,504 3,040,128 4,953,312 6,892,703 
Data 
Characters 
Stored 
(mili tons) 2,832 9,697 
Avallablilty 
4 95.3 96.3 97 99 
AsleMeS. Scheduled 
Scheduled Terminal 
Hours/Yr. Hours/Yr. 
(8736) 407 ,680 565,760 532,480 586,560 
Data 
Characters 
Stored 
(mill tons) Ba7 2,343 
Avallablilty 
$ 95.3 96.3 97 99 
SS SE ee ee et ee 
TOTAL Scheduled 
Terminal 
Hours/Yr. 12,489 ,568 14,953,952 16,833,856 18,827,327 
TOTAL E.D.P. 
Budget 24,843,403 25),952,550 36,452,232 42,408,341 
AVERAGE Cost per 
Terminal 
Hr. 1.99 1.73 2.17 2.25 


* Scheduled hours per year: 


CPIC & COPS: 24 hrs/day X 7 days/wk X 52 wks/yr. 


AIMS: 


*® Avallablilty refers to the percentage of time that the system [s avallable for user access 


16 hrs/day X 7 days/wk X 52 wks/yr. 


within the scheduled perlod. 
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Telecommunicat ions Services are provided through an ongoing program 
of system development, maintenance and operations. 


Informatics Directorate administers the telecommunications program 
throughout the R.C.M.P. Technical standards, general policy, system 
planning, development, design, procurement, general field support and 
some maintenance aspects are handled centrally. The field role is 
essentially operations and maintenance with some latitude to procure 
essential minor equipment and services. 


The current telecommunications technical "plant" has an estimated 
replacement value of $101,540,000. There is a total of 981 employees 
totally dedicated to the functions of the Telecommunications program. 
Of these, 114 field positions ar not employees of the Force, but are 
employed directly by the munici-alities through policing contracts. 


Telecommunications technology is constantly subjected to change 
through the dynamics of the industry, creating an ever-increasing rate 
of equipment obsolesence. The constant search by operational managers 
to improve resource efficiency through increased usage of 
telecommunications technology has necessitated a continuum of planning, 
development, enhancement, and replacement of systems. 


Under the current rate of capital expenditure, replacement of all 
capital plant would require a period of fourteen years, compared to an 
industry norm closer to ten years. The inherent risk at the present 
expenditure rate is a shift to person-year intensive maintenance and 
increased operating costs in an attempt to prolong the life of systems. 
Demands are placed on capital resources in response to initiatives in 
protective policing and more sophisticated systems in support of 
intelligence and drug enforcement activities. These demands on finite 
Capital resources extend replacement dates for equipment meeting other 
police needs beyond normal life cycles. 


There is a variety of factors under examination as performance 
indicators: 


@ the rate of capital expenditure assigned to system replacement 
relative to the replacement of the capital plant; 


e the degree of satisfaction measured in terms of response to 
operational demands for service; and 


8 the degree of satisfaction expressed by system users on the 
utility of equipment and systems provided. 


Several methods are currently employed to collect data relating to 
demands for service, outputs, and results. Methodologies are labour 
intensive and incomplete at present. Electronic methods are being 
explored to enhance the collection of this data. 
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Figure 28: Telecommunicat ions Capital Expenditure 


a 


_—_—— 


Forecast Forecast 
1983-84 1984-85 1985-86 1986-87 
She neal EE ps A aA OS ee a ae ee Corea ies 


Telecommunicat ions 
User Type Equipment 2,279,535 2,016,971 2,621,200 lig>to, 000 


Systems, System 
Elements and 


Instrument ation SIDI O220 hy 1.650 8,187,400 9,122,000 
Telecommunicat ions 
Capital VALS Sy Sey 2, he sGZ1 10,808,600 10,500,000 


i ee 


Canadian Police College: Figure 29 illustrates requests for training 
placements on established Canadian Police College courses received from 
the police community and from foreign countries, as well as the level to 
which the College has been able to respond with available resources. 

The demand for placements on established courses has been strong through 
the early 1980's, and new courses have been developed to meet identified 
needs. The substantial reduction in output in calendar years 1983 and 
1984 was the result of special budgetary restraints which ended in 

1985. The demand for training placements is continuing in 1986 with the 


Same upward movement evident prior to the general restraints of 1983 and 
1984, 


Figure 29: Canadian Police College Training Requests 


——S——— 


1982 1983 1984 1985 1986. 


Requests for training 25951 bE TOE eer ori se #4 2 Bile) 29047 
Number of candidates trained 2,294 T5796 1 VO eee ote toe 
Percentage of requests met 7M 5) 61 Lik 7i* 
Number of courses run 116 84 90 120* 126* 
forecast 
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R.C.M.P. Records Services: 


Figure 30: Records Services: Volume of Services Per 
Person-Year and Available Person-Year 


Forecast Forecast 
1983-84 1984-85 1985-86 1986-87 
Directives Management 
Pages per P-Y 1 261.80 265.00 270.00 272.00 
Available P-Y's Bor 2292 22ma2 LOCIL 
Forms Management 
Projects completed é 
Per P-Y 16.57 14.19 AVeey27/ 15.21 
Available P-Y's 24.56 24.56 24.56 24.56 
Micrographics 
Pages filmed 
Per P-Y 90,833 92852 V2Z1.59°794 128,205 
Available P-Y's 8.36 9.36 2956 9.36 
Archives 
Transactions 4 
Per P-Y 1Z325 84222 94793 9,746 
Available P-Y's 22.16 25516 23.88 23.88 
Notes: 


1 "Directives pages" refers to photo-ready copy for publication in the 
Administration, Operations or subsidiary manuals. 
"Forms Management projects" refers to controlled tasks, requested or 
self-initiated information vehicles and/or procedures. 

3 "Micrographics pages filmed" refers to nine linked functions 
spanning preparation and filming to storing of microfilmed pages. 
"Archives transactions" refers to the number of files reviewed, 
analyzed for disposition, or researched on historical data. 


Information Access: The R.C.M.P. has approximately 785 autonomous units 
generating and using records. In order to provide a centralized 
response area, it established the Information Access Directorate to deal 
with Access to '™nformation Act and Privacy Act requests. The Force 
processed 2527 requests in 1984-85 under both Acts. Figure 31 provides 
a summary of the volume of transactions and the person-years involved in 
service delivery. 


58 (Royal Canadian Mounted Police) 


Figure 31: Volume of Transactions and Person-Years 


— 


1982-83 1983-84 1984-85 1985-86 1986-87 
Fee eee ttes ies eatery beret inf ri: fe bee 
Access Requests under 


the Privacy Act 1,136 1,258 1,826 2,345 2,630 


Access Requests to 
assist other 
Departments under 


Privacy Act 231 285 492 710 875 


Informal Requests 
under Privacy Act* 46 141 VZz 160 200 


Access Requests under 
the Access to 
Information Act -- ie 49 7 105 


Access Requests to 
assist other 
Departments under the 


Access to 
Information Act -- 7 10 15 3, 
Total Person Years 16 49 35 35 557/ 


Requests made prior to July 1, 1983 were done within the spirit of the 
Act as per Cabinet Directives 
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Cs Police Services Under Contract 


Ob jective 


To prevent and detect crime and maintain law and order in provinces, 
territories and municipalities under contract. 


Plans for 1986-87 include: 


investigating a projected Criminal Code caseload of 
approximately 586,000 cases; 


maintaining Criminal Code success rates of: 


- 78 to 83% for persons offences (murder, sexual assault, 
robbery and assault)(the 1984-85 rate was 81.6%); 

- 28 to 33% for property offences (theft, break-ins, 
frauds) (the 1984-85 rate was 29.7%); and 


~ 42 to 47% for all other Criminal Code, non-traffic 
offences (wilful damage, disturbing the peace, weapons 
and morals offences, etc.)(the 1984-85 rate was 43.0%). 


continue emphasis on policing methods involving 
community-based crime prevention, and increased attention to 
victims of crime - particularly in family violence, missing 
children and molestation, and spousal assault. Efforts 
continue to develop a standardized Sexual Assault Evidence Kit 
to facilitate investigations in such cases; 


conduct investigations into approximately 220,000 reported 
cases involving Provincial, Federal Statutes and Municipal 
By-Laws (1984/85 actual: 220,000); 


managing a traffic law enforcement program directed at 
reduction of impaired driving, apprehending hit and run 
drivers, drivers operating vehicles while under suspension, 
moving violations prone to causing accidents, and other 
offences involving federal, provincial, and municipal by-laws 
which will result in a workload of approximately 1,200,000 
cases (1984-85: 1,134,000); 


provide assistance to the general public in non-crime related 
cases in the form of missing persons enquiries, lost/found 
items, checking of insecure premises, suspected persons, etc. 
in approximately 550,000 cases (1984-85: 540,000). Policy 
changes and enhancements to CPIC are being planned to provide 
increased information on missing children; 
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@ serving approximately 275,000 legal documents for various 
federal, provincial and municipal agencies (1984-85: 
274,000); 


6 issuing approximately 175,000 permits for firearms 
registration, liquor acts, and others (1984-85: 174,000); 


8 conducting approximately 50,000 inspections under various 


provincial and federal statutes for licencing and adherence to 
regulation (1984-85: 51,000); 


& escorting approximately 65,000 prisoners to and from 
provincial and federal institutions (1984-85: 65,000); 


e providing safety and crime prevention type lectures to 
schools, minority groups and others in approximately 30,000 
instances (1984-85: 24,500); and 


@ investigating and/or processing reports involving 
approximately 210,000 motor vehicle accidents (1984-85: 
202,000 - 18,000 less than forecast). 
Resource Summary 
Total expenditure for the Activity will account for approximately 49.6% 


of the R.C.M.P. total operating expenditures and about 49.6% of the 
person-year utilization for 1986-87. 
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Figure 32: 


Activity Expenditures ($000) and Person-Years 


a eS SS 


Estimates Forecast 
1986-87 1985-86 
$ P-Y $ P-Y 
Provincial/ 
Territorial 
Policing 464,796 6,685 446,495 6,580 
Municipal 
Policing 169,855 3,018 163,671 2900 
634,651 9,703 610,166 9,569 
Less revenue 379,719 369 ,596 
Net 
expenditures 254,932 9,703 240,570 9,569 


ee 


i ee i ee ee eee 


Explanation of Change: 


Actual 
1984-85 
$ P-Y 
417,693 6,792 
W655 76 Ls 9DD 
581,469 9,724 
5D) GaGe 
223,480 


9,734 


The Financial requirements for 1986-87 are 


$14.3 million, or 5.9% greater than the 1985-86 forecast expenditures. 


The major items contributing to the net increase are: 


@ increase in provision of salaries 
for inflation 


@ increase in revenue due to annual 
increase in share paid to Federal 
Government in accordance with 
contract policing agreement 
(see page 90) 


@ increase in planned detachment 
construction expenditures over 
85-86 


@ miscellaneous expenditure 
reduct ions 
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$ Million 


13.6 


(10.<2) 


1351 


(252) 


Past Financial Performance 
Figure 33: 1984-85 Financial Performance ($000) 


rr pe re eee, 
—e—————— 


1984-85 

Actual Main Estimates Mar yeete 
Provincial/Territorial 
Policing 417,693 413,620 4,073 
Municipal Policing 163,776 178,909 (15,133) 

581,469 : 592,529 (11,060) 
Ree enue vot 357,989 357,204 (785) 
Retr. papers. porne223.460,, hk ae sos (11,845) 


Explanation of Change: The financial requirements for 1984-85 were $11.8 
million or 5.0% less than the 1984-85 Main Estimates. The major items 
contributing to the net decrease were: 


$ Million 
e lower rate of growth in municipal/ 
provincial policing person-year 
utilization than planned 5.4 
@ unavoidable delays in contract 
policing construction projects Died 


Gross Expenditures are less than Main Estimates by $11M due to lower rate 
of growth than planned. Revenue received of $357.9M was based on full 
person-year utilization. Under the terms of the Policing Agreements, any 
overpayments are credited on the first quarterly billing of the 
succeeding fiscal year. The credit applicable to 1984/85 but given in 
1985-86 was $16.2M. 
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Description 


The Royal Canadian Mounted Police provides provincial and municipal 
police services to the territories and all provinces, except Ontario and 
Quebec. During 1981, new agreements were negotiated with the Provincial 
and Territorial governments which also included the renewal of policing 
agreements for approximately 191 municipalities. The new agreements are 
for ten years covering the period April 1, 1981 to March 31, 1991 and 
are based on cost-sharing which recognizes the benefits to Canada and 
the economies of scale of having Canada's national police force provide 
the above police services. 


The details of the agreement are such that provinces/territories 
and municipalities under 15,000 population cost shared the total 
provincial/territorial police services costs and municipal police 
services costs respectively in 1981-82 at 56% and at 81% for those 
municipalities over 15,000 population. The percentage share of 56% for 
provincial/territorial police services and municipalities under 15,000 
population is increased by 1% each fiscal year commencing in 1982-83 
until the percentage share reaches 60% in 1985-86 and thereafter 
increases by 2% per year commencing with fiscal year 1986-87 until the 
maximum share of 70% is reached in 1990-91. The percentage of 81% for 
municipal policing in those municipalities over 15,000 population is 
increased by 1% for each fiscal year commencing in 1982-83 until the 
maximum share of 90% is reached in 1990-91. In 1986-87, 
provinces/territories and municipalities under 15,000 population will 
cost-share at 62% of the policing costs. Municipalities in excess of 
15,000 population will cost-share at 86%. 


Full details concerning federal revenue resulting from policing 
agreements is detailed on page 90. Contracting governments receive 
similar services to those provided by a local police organization; 
general duties, traffic policing, identification services and other 
specialized services. Contract policing provides the means of delivery 
for Enforcement of Federal Statutes and Executive Orders over much of 
the vast geographic expanse of Canada. Specialized federal units are 
situated in larger population centres and made available to address more 
complex federal cases/responsibilities in rural Canada. 


Performance Informat ion/Resource Justification 


Police services provided under contract are highly labour intensive and 
involve enforcement of criminal laws, federal statutes, provincial laws 
and municipal by-laws. Much of the work is reactive and often requires 
an immediate response to a call for help from the public. The public 
turns to the police for assistance and guidance under several 
circumstances. A police officer's time can be categorized into: 


"discretionary" (or proactive) work, "non-discretionary" (or 
reactive) work and "logistical support". 
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Non-discretionary or reactive work: involves investigations of crimes 
against persons or property, response to complaints from the public or 
government, searches for missing or lost persons, prisoner escorts, 
investigation of sudden or unexplained deaths, permit issuance, 
inspections, and restoration of public order. Many of the services 
provided are not offence related, but involve situations which require 
police response and attention. (See Figure 35 for further information 
regarding the volume and type of non-crime services provided by Police 
Services Under Contract during 1983 and 1984.) The demand for service 
in this work area has been continually increasing and the trend 
indicates that the increase will continue into the foreseeable future. 
(See Figure 34 for an illustration of the time consumed by personnel in 
Police Services Under Contract to conduct non-discretionary work.) 


Discretionary or proactive: work involves enforcement of the law in 
those incidents or occurrences which violate federal, provincial, 
territorial, and municipal legislation when no specific complaint or 
request from the public exists. This type of activity increases the 
visibility of police to the public and impacts on the general order in 
the community, peace of mind of the population, and in some instances, 
can limit the opportunity for potential violators to commit crimes. As 
the demand for service increases in the non-discretionary category, the 
time is drawn from the discretionary area of work and, as a consequence, 
enforcement of some laws cannot be pursued with the vigor which might be 
optimally desirable. 


Logistical support: involves day-to-day resource management functions 
which maintain the organization. These include: 


® supervision of personnel and investigations; 
€ maintenance of buildings and equipment; and 
e record keeping and associated clerical duties. 


The following figures illustrate offence and non-offence data and 
projections of expected volumes in 1986-87. 


Figure 34 provides information on the utilization of time 
associated with the delivery of contract policing services over recent 
years. The data shows that non-discretionary time has been increasing 


while discretionary time decreased. 
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Figure 34: Work Categories - Percentage of Time Consumed 


MMon-Discretionary 
ee Cliscretionary Projections 
gxaAdministration ne 


Source: RCMP Person Hour Reporting System 


Figure 35: Non-Crime Outputs Volume of Some Non-Crime 
Services Provided by Police Services Under Contract 


1982 1983 1984 

Assistance to general public 570,000 556,000 540,000 
Service of legal documents 210,000 232,000 274,000 
Safety or preventive lectures 18,000 23,000 24,500 
Permits issued 148 ,000 157,000 174,000 
Inspections conducted 28,000 35,000 51,000 
Prisoners escorted 51,000 44,000 65,000 
Motor vehicle accidents 

invest igated 218,000 201,000 202,000 


A measure of effectiveness is the ratio of actual offences cleared 
(by the laying of a charge or the identification of the offender) to the 
total number of actual offences investigated. This ratio is commonly 
referred to as the clearance rate. 


66 (Royal Canadian Mounted Police) 


Figure 36: Persons* - Reported, Actual and Cleared 


Actual Forecast 
Wioalume Wolume 
be aa 6a aaa 
Sa aaa Sa aaa 
ua GaG Ha aaa 
30 GAG #30 no 
20 BOG 20 aoe 
10 8a 10 age 
E 


1983 1984 1985 19868 1987 
ES Reported BB Actual Mm Cleared 


Source: Uniform Crime Reporting 
Statistics Extracted from Operational 
Statistics Reporting System 


‘Person Offences include murder, sexual assaults, robberies and assaults. 
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Figure 37: Property* - Reported, Actual and Cleared 


Volume 0 Volume 
Actual Forecast 


356 888 
200 aoe fF 
258 BA8 


1983 1984 1985 1986 1987 
Ed Reported B§Actual Mi Cleared 


Source: Uniform Crime Reporting 
Statistics Extracted from Operational 
Statistics Reporting System 


*Property Offences include break and enters, theft of motor vehicles, 
theft over and under $200, possession of stolen goods, and frauds. 
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Figure 38: 


Criminal Code* - Other Reported, Actual and Cleared 


Ue ime Wis] Lime 
175 Bee 17°35 He 
158 an 1548 He 
125 Hae 125 868 
1Ha Bae 166 Bee 
fo Hew ro Bee 
TH ARE TH Bae 
en BH 25 BH 
Source: Uniform Crime Reporting 


*Other Criminal Code includes all other Criminal Code offences such as 


Statistics Extracted from Operational 
Statistics Reporting System 


wilful damage to public and private property, firearm offences, 


disturbances, public morals, escapes from custody, and other offences. 
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Figure 39 identifies the number of federal offences investigated by 
Police Services Under Contracts. Investigations under this category 
include offences against a number of federal statutes. Further details 
on the various Acts which are enforced are provided on page 92. 


Figure 39: Federal Offences Investigated by Police Services Under 


Contract 
Value Walue 
58 800 58 a0G 
4a 0004 Ag iE ‘lm 1 40 ooo 
20 goo 4 HB : IB 4 30 cao 
20 880 20 aaG 
1a 808 18 aoe 


ease 1983 Poot 
Ed Reported H8Actual MM Cleared 


Source: RCMP Operational Statistics Reporting System 
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D. Administration 
Objective 


To direct and manage organizational and administrative resources on 
behalf of the Law Enforcement Program. 


Plans for 1986-87 include: 


e developing improvements to the Health Care Services provided 
to Members of the Force; 


6 examining a means whereby non-bilingual regular member 
recruits can be trained in their second official language; 


a implementing a new system of discipline and discharge 
procedures within the R.C.M.P. for its members; and 


g developing administrative procedures to support amendments to 
the R.C.M.P. Act, particularly for public complaints and 
external review of internal discipline and grievance 
procedures. 
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Resource Summary 

Total expenditures for the Administration 4ctivity will account for 
approximately 15.4% of the total operating expenditures during 1986-87. 
Administration represents 15.3% of the overall Force's person-years. 


Figure 40: Activity Expenditures ($000) and Person-Years 


Estimates Forecast Actual 


1986-87 1985-86 1984-85 
$ P-Y $ p-Y $ p-Y 
Departmental 
Administration 57,3563 767) = 555,052 9546-48502 894 
Divisional 
Administration 125,135 Wed Sle e089 367) 4,816%5103,469 UR Tee: 


Training 14,259 493 12,562 BSE nel thd 2A2 


me ee Se 


196,757 2,991 187,285 3,181 162,914 2,858 


eee a ss 


Explanation of Change: The financial requirements for 1986-87 are $9.4 
million or 5.1% greater than the 1985-86 forecast expenditures. The majo! 
items contributing to the net increase are: 


$ Million 
@ increase in provision for salaries for inflation oT 
@ reduction in administrative support resources in this 
Activity as part of the general government reduction (50) 
e increase in construction expenditure (major projects 
include Division "HQ" in Fredericton, N.B.). 4.5 


e increased training costs at "Depot" to meet Protective 
Services requirements iledl 


e miscellaneous cost increases (examples: increased 
dental costs with removal of dental administration 
from DVA and costs for administrative procedures 
addressing public complaints and external 
review of internal discipline and grievance 
procedures) 4.0 
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Past Financial Performance 


Figure 41: 1984-85 Financial Performance ($000) 


a 


1984-85 
Actual Main Estimates Change 


Departmental Administration 48 , 302 48,191 111 
Division Administration 103,469 101,459 2,010 
Training 11,143 33,881 (22, 738) 
LL 
Net Expenditure 162,914 1835531 (20,617) 


Explanation of Change: The financial requirements for 1984-85 were $20.6 
million or 11.2% less than the 1984-85 Main Estimates. The major items 
contributing to the decrease were: 


$ Million 


e Due to lower-than-forecast attrition 
and lack of call for personal by 
contract provinces and municipalities, 
person-year utilization in Training 
was 312 lower than Main Estimates AB) 


e Related reduction in the "Depot" 


training services - O&M and 
capital saving Dez 
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Descr ipt ion 


The Administration Activity may best be described in terms of its three 
sub-activities. 


Departmental Administration: Encompasses centralized administrative 
functions such as audit, review and policy development. Functions 
include: Air Services, Official Languages, Public Relations, 
Organization and Personnel, Services and Supply, Finance, Planning and 
Evaluation, Health Services, and the Commissioner's Secretariat. 


Divisional Administration: Parallels Departmental Administration by 
carrying out staffing and support functions within Divisions. 
Additional decentralized categories include Divisional Audit Services, 
Office of the Commanding Officer and Record Services. 


Training: The training function is on three levels. 


Headquarters Training: This is concerned with development, 
implementation and administration of training policy and the 
delivery of centralized training services in areas where there is 
insufficient demand for such training to be economically 
delivered at division level, or where highly specialized 
training is needed. 


Division In-Service Training: This is concerned with development, 
implementation and administration of training programs within 
each Division with emphasis on unique operational, 
administrative, and managerial needs of that Division. 


Recruit Training: This is concerned with the development and 
delivery of basic recruit training for newly engaged Constables 
and Special Constables at the recruit training academy, "Depot" 
Division, Regina. 


74 (Royal Canadian Mounted Police) 


Performance Information/Resource Justification 


Figure 42 represents person-year deployment in the Administrative 
Activity as a percentage of total person-years for the Law Enforcement 
Program. The increase shown for 1984-85 and 1985-86 is due to an 


organizational change which transferred some functions from Canadian 
Police Services to Administration. 


Figure 42: Administration Person-Years as a 
Percentage of the Total Program 


ae e. 
“e 


16.5 Forecast 16.5 
16.6 16.5 
1.2) 13. 
15.4 15.8 
aa ih ae 
14.6 14.6 
ae 5 Fc a) 
13.8 13.8 


1981-82 82-783 83-84 84-85 85-86 Sb-“S7 
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Figure 43 represents expenditures for the Administration Activity 
as a percentage of the total program cost. 


Figure 43: Administration Expenditures as a 
Percentage of the Total Program 


(a8 Forecast ee 
16.6 16.6 
LS ia 
15.8 15.8 
eta yb Bea 
14.8 alts SI 
abe bbe aE ih 
13.68 3.8 
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Section III 
Supplementary Information 


A. Analysis by Standard Object 


1. Expenditures by Standard Object 


Figure 44: Expenditures by Standard Object ($000) 


a ee eee 


EstImates Forecast Actual 
1986-87 1985-86 1984-85 
A ee 
Operating 
Clviflan salarles & wages 80,240 80,299 100,718 
Pay and allowances of 
the Force 701,958 645,190 651,890 
Contributtons to Employee 
Benefit Plans 12,771 13,745 15,659 
ReCeMePs. superannuation 69,567 68 ,098 67,447 
Other personnel! costs 32,018 30, 861 28 ,844 
Travel and relocation 44,695 45,522 46,006 
Other transportation & 
commun!cattons 26 ,600 26,551 17,890 
Information 743 700 703 
Professlonal & Spectal 
services 49,776 50,570 43,877 
Computers, terminals & |Ines 8,491 9,432 12,838 
Other rentals 18,551 18,420 17,253 
Purchased repalr & upkeep 26,034 27,098 28,027 
Transportation & fuel 25,457 23,433 22,106 
Other utliItles, materlals, 
and suppiles 41,634 42,591 33,176 
All other expend!tures 14,770 15,070 20 , 506 
oe a ee a ee 
Total Operating UAE Ree 35 1,097,580 1,106,940 
SS ee ee ee ee ee ee ee ee 
Capital 
Construction & acquisttton 
of land, bldgs.e, & works 41,132 35,505 36 , 262 
Construction and acquisitton 
of machtnery & equipment 55,547 53,652 54,639 
[Ra ER EE te od I oe ee A a Do ES 
Total Captta) 96,679 69,157 90,901 
eS ee ee ee eee ee ee ee 
Transfer Payments 32,450 30,539 26,042 
ee ee ee 
Total Expend! tures 1,280,464 1,217,276 1,223,883 


__ on eee 


Less: Recelpts and revenues 
credited to the Vote 410,205 400,000 388 ,006 


Net Program Expend!tures 870,261 817,276 835,877 
A ee 
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2. Personnel Expenditures 


The person-years for the R.C.M.P. are divided into two categories: 
those subject to standard Treasury Board control (authorized 
person-years - subject to the Public Service Employment Act) and those 
subject to separate control - personnel engaged under the R.C.M.P. Act. 
Figures 45 and 46 display the forecast distribution of person-years by 
these two categories. 


Figure 45: Authorized Person-Years and Salary Provision 


Authorized 1986-87 
Person-Years Current Average 
Salary Salary 
1986-87 Range Provision 
Management 
Execut ive 3 50, 350-96, 300 66,910 
Scientific and 
Professional 
Economics 4 14,570-65,080 54,389 
Historical Research 3 14,911-64, 390 40,413 
Medicine 10 43,156-91, 740 74,089 
Nursing 11 18 , 662-49 ,642 315929 
Psychology 8 24 ,293-56,575 54,380 
Others 4 33,804 
Administration and 
Foreign Service 
Administrative 
Services 148 13,912-57,987 34,400 
Financial 
Administration 12 13,853-57,980 41,245 
Information Services 25 13,579-57,980 99), 025. 
Organization and 
Methods 26 13,926-57,980 34,189 
Personnel 
Administration 63 13, 330-59,510 38 , 796 
Purchasing and 
Supply 9 12, 766-57 ,980 30 , 983 
Others 3 DO chia 
Technical 
Drafting and 
Illustration 7 15,557-40, 310 ZI OL 
General Technical 23 12 ,635-55, 682 30,449 
Social Science 
Support 34 12 ,635-57,764 b2,019 
Technical Inspection 6 12 ,635-57,691 31,699 
Others 1 
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2. Personnel Expenditures 


Figure 45: Authorized Person-Years and Salary Provision (Cont'd) 


SL ee 


Author ized 1986-87 
Person-Years Current Average 
—_———. Salary Salary 

1986-87 Range Provision 


a a ee ee ene een ee en eee eos 


Administrative Support 


Data Processing 53 13, 352-37,130 21,720 
Clerical 2,056 12 ,932-31,743 224610 
Office Equipment 39 12,665-25,271 20,356 
Secretarial and 

Stenographic 495 12 ,636-31,946 ZiT 54 
Operat ional 
General Labour and 

Trades 90 14,776-40,676 24,753 
General Services 180 13,253-39,988 22,098 


Heating, Power, and 
Stationary Plant 


Operations 26 18, 242-35 ,598 25,653 
Printing Operations 17 16,357-39,895 25,014 
Ship Repair 2 23, 396-50, 646 355969 


SL 


NOTE: The person-year columns display the forecast distribution of the 
authorized person-years for the Program by occupational group. 
The current salary range column shows the salary ranges by 
occupational group at October 31, 1985. The average salary 
column reflects the estimated base salary costs including 
allowance for collective agreements, annual increments, 
promotions and merit pay divided by the person-years for the 
occupational group. Year-to-year comparison of averages may be 
affected by changes in the distribution of the components 
underlying the calculations. 
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Figure 46: Police Person-Years Subject to the R.C.M.P. Act 
and Related Salary Provision 


a 


Authorized 
Police 1986-87 
Person-Years Current Average 
—_—_______ Salary Salary 
1986-1987 Range Provision 
Members Under RCMP Act 
Senior Management 60 59 , 800-110, 300 70,167 
Superintendent 106 56 ,888- 59,854 61,630 
Inspector 359 UV eee SBIR VA 56 , 306 
Staff Sergeants 866 44 ,463- 45,696 48 ,094 
Sergeant 1,707 40,705- 41,923 44,131 
Corporal 2,799 37,056- 38 461 40 , 502 
Constable 7,058 26547 1=<95, 125 36 , 806 
Civilian Members 1,638 21,068- 66,910 34,461 
Special Constables 1,612 30,723- 50,809 32,606 


SO A A AT AS A ES a ee a oe eee ee 


NOTE: The current salary range column shows the salary ranges by rank 
at December 31, 1985. The average salary column reflects the 
estimated base salary costs including allowance for annual 
increments, promotions and merit pay divided by the person-years 
for the rank. Year-to-year comparison of averages may be 
affected by changes in the distribution of the components 
underlying the calculations. 


Police personnel pay provides for a total of 16,205 police personnel. 
The personnel increase is required to address protective services for 
internationaly-protected persons, Canadian dignitaries, and related 
property. The distribution of police person-years by activity for 
1986-87 is as follows. 


Federal Statutes and 


Executive Orders 4,889 
Canadian Police Services 1,047 
Contract Policing 8,785 
Administration 1,484 

16, 205 
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3. Capital Expenditures 


Figure 47: Major Capital Projects ($000) 


ee a ek ee eee ee eee Oe ee ee eee en 
Future 
Previously Currently Forecast Years 
Projects by Estimated Estimated Expenditures Estimates Require- 
Activities Total Cost Total Cost to 86-03-31 1986-87 ment 
Enforcement of 
Federal Statutes 
and Executive 
Orders 


Detachement 

Buildings 

Chicoutimi, P.Q. 1,011 1,004 297 814 
Valleyfield, P.Q. 1,104 1,104 1,104 


Equipment 
Quebec 
Telecommunicat ions 
System 10,500 10,500 
Interim Telecomms. 
Improvement 340 340 
Cessna Caravan - 
Aircraft 1,100 1,100 


Ontario 
Southern Ontario 
Telecommunicat ions 

System 8,800 7,880 4,980 2,900 
Eastern Ontario 
Communications 

Systems 

Development 4,000 4,000 
Cessna Caravan - 

Aircraft 1,000 1,000 
Protective 

Operations 
National Capital 

Region 13,600 3,360 5,690 4,550 
Outside NCR 3,475 ~ 1,950 1,545 
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Figure 47: 


Major Capital Projects ($000) (Cont inued) 


rN 


Projects by 
Activities 


Canadian Police 
Services 


Winnipeg, Man. 
Forensic 
Laboratory 

Rockcliffe, Ont. 
Phase II C.P.C. 


Equipment 
Ontario 
Printrak 
Mainframe 
Replacement 
Disk Storage 
Replacement 
Project 
Unit Data 
Processors 


National 

CPIC Terminals 

Network 
Integration 
Project 

Terminal 
Replacement 
Project 


Police Services 
Under Contract 


General Detachment 


Buildings 


een ae ew we ee ee ee 


Newfoundland 
Gander S/D HQ 
Goose Bay Air 

Detachment 
Fogo 


Previously Currently 


Forecast 


Future 
Years 


Estimated Estimated Expenditures Estimates Require- 


Total Cost Total Cost to 86-03-31 


1986-87 ment 


6,356 


23,832 


22275 


1,700 


5,998 


6,356 


23,832 


2,182 


8,000 


2,575 


8,141 


3,515 


1,346 
985 
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5 846 


1,964 


35 


400 


887 


2110 


241 


3,300 


70 
86 


510 
23,832 

218 

285 7,680 


1,025 1,150 

813 
3,888 
2,052 


5 848 


4,517 


215 


1,276 
899 


Figure 47: Major Capital Projects ($000) (Continued) 


Stenson = sn 


Future 
Previously Currently Forecast Years 
Projects by Estimated Estimated Expenditures Estimates Require- 
Activities Total Cost Total Cost to 86-03-31 1986-87 ment 
eee 
Wesleyville 1,203 967 
Bonavista 1,428 1,187 230 
Hopedale yod2 100 fl 3S 
Harbour Grace 1,535 30 1,500 
Bay d'Espoir 589 2 9 578 
Burgeo 787 2 abe 766 
Grand Bank M.Q. 258 290 289 2 
Baie Verte M.Q. 311 297 14 49. 264 
Nova Scotia 
Barrington Passage 612 627 313 314 
Meteghan 614 691 Bo 7 314 
Tat amagouche 334 13 321 
Guysborough 332 17 315 
Bridgewater 798 1 44 75D 
Truro 15299 1 155 1,235 
Stewiacke 323 13301 1 50 hg250 
Sackville 1,138 1,138 2 76 1,060 
Port Hawkesbury 918 918 5 30 883 
North Sydney 1,188 5 108 1,075 
New Brunswick 
Bathurst S/D HQ 1,696 2,078 141 400 Ny 537 
Lameque 077 621 514 50 
St. John 1,189 15/247 99 1,148 
Campbellton 15 035 14029 30 1 998 
Tracadie Ba2z0 15059 8 56 1,098 
Manitoba 
Dauphin S/D HQ 13897 139797 Z 150 7,825 
Fisher Branch vas) 731 726 5 
Cranberry Portage 776 807 802 5 
Manitou 464 560 556 4 
Steinbach 1,020 16483 60 les 
The Pas 1,343 2,346 183 1,580 583 
Russell 1,540 11295 83 47 1,165 
Grand Rapids 151951 995 34 20 939 
Emerson 15,933 1,023 ZS 45 955 
Saskatchewan 
Swift Current 
S/D HQ 365 576 44 24 508 
La Ronge 
Air Hangar 441 2 439 
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Figure 47: Major Capital Projects ($000) (Continued) 


Future 
Previously Currently Forecast Years 

Projects by Estimated Estimated Expenditures Estimates Require- 
Activities Total Cost Total Cost to 86-03-31 1986-87 ment 


North Battleford 


LE A ce nS ee 


S/DHQ 287 287 21 266 
Ile a la Crosse 958 23 20 915 
Alberta 
Edson S/D HQ 2,812 2,812 241 2,571 
Calgary S/D HQ 1,259 T2259 8 77 1,174 
Red Deer S/D HQ 3,750 D720 60 239 3,451 
Lethbridge S/D HQ 3,400 Dood 1h 60 BAG YAS 
St. Paul S/D HQ 3,000 3 200 Le IIT 
Banff 979 V,979 67 1,685 227 
Bassano 942 687 81 432 173 
Rocky Mountain 

House 1,965 BYSS 208 30 1,715 
Smokey Lake 820 833 43 5 785 
Pincher Creek 15°71 0 117 1,993 
Andrew 600 Z 23 pyD 
Bashaw 1,006 68 55 883 
Athabasca 19875 6 198 1,171 
Westlock 1,407 6 111 1,290 
Wetaskiwin 15247 20 103 1,094 
Hanna 703 20 48 647 
Fort McLeod 1,361 22 100 13/259 
Camrose W255 13 128 ly 
Picture Butte 889 18 61 810 
Oyen 650 2 73 515 
Slave Lake TN 53 8 1,097 
British Columbia 
Nelson S/D HQ 3,220 279 1,065 1,776 
Prince George Air 

Hangar 1,002 18 15 969 
Prince George 2,807 2 2,805 
Houston 597 596 1 
Elkford 654 651 3 
Port Hardy 873 871 Z 
Ucluelet 615 81 532 Z 
Clinton 488 14 472 2 
Williams Lake 2,601 187 1,722 692 
New Aiyansh 598 70 528 
Tahsis 541 28 413 100 
Lumby 860 50 810 
Agassiz Ue? 4 46 1,142 
Nakusp 1,042 2 34 1,006 
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Figure 47: Major Capital Projects ($000) (Continued) 


—_——— 


Future 
Previously Currently Forecast Years 
Projects by Estimated Estimated Expenditures Estimates Require- 
Activities Total Cost Total Cost to 86-03-31 1986-87 ment 
Enderby Uyeee: 2 58 13:293 
Burns Lake 860 2 48 810 
Fraser Lake 860 Z 48 573 
Queen Charlotte 623 2 48 DID 
Bella Coola MQ 254 20 234 
Northwest 
Territories 
Cape Dorset 630 60 10 
Fort Good Hope 621 19 32 570 
Cambridge Bay 777 3 12 762 
Aklavik 676 10 5 661 
Fort Resolution 676 10 5 661 
Norman Wells 683 4 18 661 
Fort McPherson 774 y) 6 759 
Spence Bay 478 1 13 464 
Yellowknife eal 2 73 1,038 
Sachs Harbour MQ 269 240 29 
Grise Fiord MQ 400 1 1 398 
Equipment 
Newfoundland 
Telecommunicat ions 
Systems 1190 190 1,012 178 
Gander S/D System 
Improvements 500 500 
Nova Scotia 
System Improvements 396 396 
New Brunswick 
Integrated 
Communications 
Systems 600 350 250 
Manitoba 
Telecommunicat ions 
System 1,000 1,000 
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Figure 47: 


Projects by 
Activities 
Saskatchewan 
Cessna Caravan - 
Aircraft 
Prince Albert S/D 
System Expansion 


Alberta 

Cessna Caravan - 
Aircraft 

Telecommunicat ions 
System 


British Columbia 
Mountain Top 
Repeater 
Solar Power 
Conversion 
Patrol Vessel 


Northwest 
Territories 


MF Single Sideboard 
Radio System 


National 

Telephone/Audio 

Intercept Tape 
Recorders 


Administration 


St. John's, Nfld 
Divison HQ 
Fredericton, N.B. 
Division HQ 
Montreal, P.Q. 
Division HQ 
Ottawa, Ont. 
Air Hangar 
Regina, Sask. 
Envar.Ctrl 
Edmonton, Alta. 
Division HQ 
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Major Capital Projects ($000) (Continued) 


Future 
Previously Currently Forecast Years 
Estimated Estimated Expenditures Estimates Require- 


— 


Total Cost Total Cost to 86-03-31 1986-87 ment 
1,000 1,000 
275 228 47 
1,000 1,000 
17,900 900 4,000 13,000 
265 265 
400 400 
700 550 150 
5,000 325 450 4,225 
2240 AZ 12 570 21,430 
23,216 Df920 6,500 13,186 
1,000 20 980 
4,725 2 5 4,718 
466 46 420 
842 200 642 
Mounted Police) 


Figure 47: 


a lt ht SSG-esns 


Projects by 
Activities 


Vancouver, B.C. 
Dormitory 
Vancouver, B.C. 
Services Bldg. 
Vancouver, B.C. 
Landscape 
Vancouver, B.C. 
Fire Exit 


Equipment 


Ontario 
HQ Access/Egress 
System 


National 
Audio/Visual 


Major Capital Projects ($000) (Continued) 


Future 
Previously Currently Forecast Years 
Estimated Estimated Expenditures Estimates Require- 
Total Cost Total Cost to 86-03-31 1986-87 ment 


— 


——. 


2,524 113 1,146 1,265 
4,800 50 4,750 
300 7 293 
250 31 219 
975 975 
1,093 1,093 1,348 500 55 
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4. Transfer Payments 


Figure 48: 


Details of Transfer Payments ($) 


Estimates 


1986-87 


Forecast 
1985-86 


Actual 
1984-85 


Grants 


Administration 
ReieM.P). 
Veterans Association 
International Association 
of Chiefs of Police 
Survivors of members 
killed on duty 
Statutory 
Pensions and Other Employee 
Benefits 
Pensions under the R.C.M.P. 
Pension Continuation Act 
To compensate members of the 
Royal Canadian Mounted Police 
for injuries received in the 
performance of duty 
Pensions to families of members 
of the R.C.M.P. who have 
lost their lives while on duty 


Total Grants 


2,500 
1,500 


600,000 


29,011,000 


2,213,000 


94,000 


31,922,000 


Contr ibut ions 
Contribution to Non-RCMP 
candidates attending 
Canadian Police 
College courses 


508,000 


2,500 
1,500 


400,000 


27,326,000 


2,213,000 


88,000 


30,031,000 


508,000 


2,500 
1,668 


164,069 


23,783,188 


1,823,795 


78,135 


29502 25000 


188,290 


——————— eee 


Total 


32,430,000 


30,539,000 


a a 
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26,041,645 


B. Cost Analysis 


The RCMP 1986-87 Estimates include only authorities to be voted and 


statutory authorities. Consideration on a full-cost basis must include 
services provided without charge. Details of such costs are outlined in 
Figure 49. 


Figure 49: Net Program Costs for the Year 1986-87 ($000) 
pT Bitnbe R ew eg eh ie gh gt: 


1986-87 Add* 
Operating Other Less** Net Forecast 
Expenditures Costs Revenue’ Cost 1985-86 
Law 
Enforcement 1,280,464 124,037 419,077. 985,424 932,212 
Program 


LLL a a a RE 


* Other costs of $124.0 million consist of: 
($000) 
e Accommodation provided without charge by DPW 14,343 
e DSS services provided without charge 1,058 
e Pension and insurance paid by Treasury Board ter b 
e Accommodation provided without charge by Transport 
Canada 614 
e Labour Canada services provided without charge 170 
e Accommodation provided without charge by RCMP 92,659 
124,037 
*¥* Total revenues of $419.1 million consist of: 
e Receipts and revenues credited to the Vote 
- Provincial policing contracts 238,106 
- Municipal policing contracts 120,109 
- Northwest Territory policing 15,984 
- Yukon Territory policing 55220 
- Police services to other departments 28,783 
- Police Information Retrieval System 1,701 
410,203 
2 Receipts credited to consolidated revenue 
- Total Vote 14 credits 8,874 
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C. Revenue Analysis 


Revenues are received from other federal departments for the provision 
of "Other Police Services". The Enforcement of Federal Statutes and 
Executive Orders Activity recovers the cost of Policing Airports and the 
3(b) Native Policing Program on certain larger reserves within 
contracting provinces and territories. Substantial revenues are also 
received for providing police services to provinces, territories and 
municipalities under policing agreements between Canada and eight 
provinces, two territories and some 191 municipalities expiring in 

1991. Details on the Federal-Provincial cost-sharing agreement are 
shown below in Figure 50. 


Figure 50: Cost-Sharing Percentages Between 


Federal Government and the Provinces, 
Territories and Municipalities 


Provinces, Territories 


and Municipalities Federal Municipalities Federal 

Fiscal (Under 15,000 pop.) Share (Over 15,000 pop.) Share 
Year Share % Suey tels < Share % 70 
1981-82 56 44 81 19 
1982-83 DT, 43 82 18 
1983-84 58 42 83 «Wi 
1984-85 59 41 84 16 
1985-86 60 40 85 1 
1986-87 62 38 86 14 
1987-88 64 36 87 \8: 
1988-89 66 34 88 12 
1989-90 68 32 89 11 
1990-91 70 30 90 10 


a a a A 


Figure 51 shows the percentage of program costs that are recovered 
through revenue. Several 1981 amendments to the Federal-Provincial 
cost-sharing Agreement on Contract Policing increased revenues. In 
particular, 1981-82 revenues were increased substantially due to a 
change from semi-annual billing to quarterly billing. This resulted in 
a collection of fifteen months revenue within a twelve month period. A 
second factor was a change in the cost base used to calculate invoices. 
Contracting parties are now billed on current cost base rather than 
previous year costs. Finally, the cost-sharing percentages were 
increased as noted in the above figure. 
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Figure 51: Revenue as a percentage of Program Cost 


s. 

s bs 
37 37 
oy 


ACTUAL FORECAST 


- PLS 
23 2a 
27 3 
25 25 

1981-82 82-83 82-84 84-85 85-86 1986-87 
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D. Listing of Major Federal Statutes 


In relation to the following federal statutes, the R.C.M.P. has a wide 
variety of enforcement and protective responsibilities. 


Aeronautics Act 

Animal Disease and Protection Act 
Bank Act 

Bankruptcy Act 

Canada Grain Act 

Canada Pension Plan 

Canada Shipping Act 

Canada Wheat Board Act 

Canadian Citizenship Act 

Canadian Elections Act 

Combines Investigation Act 
Criminal Code . 

Cultural Property Export & Import Act 
Customs Act 

Excise Act 

Explosives Act 

Export & Import Permits Act 

Family Allowance Act 

Fisheries Act 

Food & Drug Act 

Immigration Act 

Income Tax Act 

Migratory Birds Convention Act 
Narcotic Control Act 

National Energy Board Act 

Official Secrets Act 

Petroleum Administration Act 
Weights and Measures Act 

Federal Court Act 

Diplomatic and Consular Privileges 
Immunities Act (Schedules I and II) 
Transportation of Dangerous Goods Act 
Security Offences Act 
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E. Executive Orders/Cabinet Directives 


PC 1981-1305 Emergency Planning Order 
PO 1/8/2502 Protection and Security of Departmental Buildings 


PCO 36-75 RD Security of Cabinet Ministers and Foreign Representat ives 


in Canada 
CD 35 Security in the Public Service of Canada 
EPC 3778 Guideline for Developing Departmental Policy and 


Procedures for Dealing with Bomb Threats. 
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